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Like the Vast Operations of a Railroad... 








Railroads cover the country 
with a complex web of tracks. 
New York is served by 14 dif- 
ferent lines... Chicago by 33 
... Detroit by 10. Railroads 
have always played a vital part 
in the growth and prosperity 
of our cities and towns. 





there’s more to Cities Service 
than meets the eye! 



















America has 394,804 miles of railroad track 
serving 412 million passengers and transport- 
ing more than 2,500,000,000 tons of freight 
every year. It takes more than one million rail- 
road employees to perform this enormous task. 

But few people realize all that stands behind 
modern railroad transportation. 

Likewise, few motorists pulling into their 
local Cities Service station think of the vast 
network of people and facilities behind that 
tankful of gasolene. It takes Cities Service 
drilling crews in five continents, thousands of 
miles of pipelines, huge refineries and modern 
research laboratories to produce gasolene. 

And it takes investment... over a billion dol- 
lars so far to build and maintain these modern 
Cities Service facilities. 

Only in this way can America 
have what it needs for progress 
—more jobs and more and better 
oil products. 
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Old Colony Trust Company has been filing so many tax returns for so long 

that its people know all the angles. They study tax structures, keep abreast of 

changes in tax laws and evaluate the effect of such changes on the income and 

property of Old Colony customers. Their experienced counsel helps our cus- : 

tomers and their lawyers create more effective and profitable trust arrange- ‘ Worthy of 
ments and investment portfolios. : a 


Next time you need help with your taxes, 


call on us. We think you will find this tax- OLD COLONY 


consciousness one of the many strong TRUST COMPANY 


points about our service. 


ONE FEDERAL STREET, BOSTON 6, MASSACHUSETTS ¢ Allied with THE First NATIONAL BANK OF BOSTON 
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RESOURCES 
Cash and Due from Banks...................... $ 530,431,837.57 
United States Government Obligations........... 416,540,111.79 
State and Municipal Securities.................. 195,360,302.96 
Other Bonds and Securities..................... 7,911,409.12 
Me is II, Cn ck ce cee cenwen 1,400,292,550.92 
Stock in Federal Reserve Bank.................. 7,500,000.00 
Customers’ Liability on Acceptances.............. 14,596,469.97 
Income Accrued but Not Collected.............. 10,581,688.33 
Bank Premises and Equipment.................. 8,352,295.02 
a er eee ae ee 3,593,375.72 
I a os i ids a ae et pg eae $2,595,160,041.40 
LIABILITIES 
os Sn Ka ROAR RRO $1,901,262,378.68 
a cs is wa avin kool me win tee 363,642,460.13 
i bald es Ue, Sanu fie sec $2,264,904,838.81 
a a ag os Sh lh gig ws WIAs ach ear 14,596,469.97 
Dividend Payable, August 1, 1960.............. 3,000,000.00 
Reserves for Taxes, Interest and Expenses....... 15,204,526.07 
Reserve for Contingencies...................... 10,000,000.00 
Income Collected but Not Earned............... 4,063,390.01 
Ghee Ha IBIOS. © oo ee cc ec ea wees see seen 9,010,423.59 
i aS ke es Sle se A $2,320,779,648.45 
CAPITAL ACCOUNTS 
Capital Stock (3,000,000 shares Par value $334) ......... $ 100,000,000.00 
NN LN ee Bae poked Sc. wig ah a ew Meloy he SS 150,000,000.00 
a Sick We Grae And cw age mS 24,380,392.95 
"Tebet Capetel Accoumis.................5255- $ 274,380,392.95 
Total Liabilities and Capital Accounts....... $2,595,160,041.40 








Securities carried at $283,039,855.42 are pledged to secure public and trust deposits 
and for other purposes as required or permitted by law. 
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Cover Picture . . . Brasilia, the new capital 
of Brazil, is now a reality. In fulfilling one 
of the boldest concepts — building an en- 
tirely new capital city in what were inac- 
cessible jungles — the Brazilians also ful- 
filled the dream of their president, Juscelino 
Kubitschek, and a provision of their 1946 
Constitution. It is hoped that this almost 
unprecedented move will mark not only the 
opening up of new wealth and growth for 
our Southern neighbor, but also the road to 
fiscal stability. The creation of new nations 
is no novelty in this decade; the courage 
to apply sound political engineering princi- 
ples is. It is reminiscent of our own in 
building Washington on marshlands, in the 
then center of our young nation. It is also 
significant that built near the Plaza of the 
Three Powers (illustrated here) are nearly 
500 apartments for the Pension and Retire- 


ment Institute of Bank Employees. 
Photo Brazilian Government Trade Bureau 
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— CORRESPONDENCE 


' | Bar Approves Council Idea 


I am happy to report that the presi- 
dent of the Eau Claire County Bar As- 
sociation has reversed his stand regard- 
ing Estate Planning Council and has 
given us approval to form our Estate 
Planning Council with the blessings of 
the Association. His attitude has changed 
completely and he now feels that Estate 
Planning Councils are very worthwhile. 

I feel certain that the material you 
sent me influenced him considerably. I 
also asked a member of the Milwaukee 
Council to write to him regarding the 
Milwaukee County Bar Association’s at- 
titude. It was the information from both 
these sources that convinced the presi- 
dent to reverse his stand. 

W. Warren Barberg 

General Agent, 

Equitable Life Insurance Co. of lowa 
Eau Claire, Wis. 


Night Scene 
I found the May issue particularly in- 
teresting. The night scene on the cover 
was a change from the usual pattern and 
the editorial comment on the Dominion 
Trust Conference here certainly con- 
veyed its message in most readable form. 
Kelly Heming 
Assistant to the President 
The Royal Trust Co. 

Vontreal 


More Pooled Funds 

We were very interested in the listing 
of banks with pooled funds for employee 
benefit plans in your June issue (p. 523) 
but we were somewhat chagrined at the 
omission therefrom of New England’s 
Oldest Trust Company. Rhode Island 
Hospital Trust Company’s Pension and 
Profit Sharing Group Trust was estab- 
lished by declaration dated October 31, 
1959 and like most of those covered in 
your listing is composed of two funds — 
one for common stocks and one for fixed 
income investments. It is our thought 
that this arrangement affords far greater 
flexibility than the balanced fund which 
some of the other banks are using. Par- 
ticipation is open to any pension or prof- 
it sharing trust of which we are named 
as Trustee and we look for a very favor- 
able response, particularly from the 
smaller companies in this area. 


Philip B. Simonds, Jr. 
Vice President 


Rhode Island Hospital Trust Co. 


Providence 





| Ed. Note: Since receiving Mr. Simonds’ 
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letter (which was the first advice we 
had on his funds) word has come of the 
equity and fixed income Funds recently 
established by First National Bank & 
Trust Co., Oklahoma City, the first in 
that State. TRusts AND EsTaTEs will wel- 
come information from other banks 
which have, or may establish, pooled in- 
vestment funds for employee benefit 
plans. 


Ammunition 


The following excerpt appears in a 
letter received from Daniel G. Tenney 
of the New York Bar whom we, like 
the Court of Appeals, consider the fore- 
most legal authority on this subject. “I 
think your article (April issue) is a 
very clear and remarkably concise ex- 
planation of your basic formula and 
will serve as valuable ammunition in 
any further attacks on the problem” (of 
whether a stock distribution is a divi- 
dend or a split). 

We would like to share this fine trib- 
ute with you in appreciation of the 
excellent editing of our original manu- 
script which kept our thoughts keenly 
focused on the main theme most suc- 
cinctly. 

R. T. McCaffrey 
New York 


A A A 


Western Regiona! Trust 
Conference Committees 


Named 


The local committees for the 34th 
Western Regional Trust Conference, to 
be held under the sponsorship of the 
American Bankers Association Trust Di- 
vision in Phoenix, November 3-5, will 


be headed as follows: 


General Committee — Robert F. Dew- 
ey, vice president and senior trust officer, 
First National Bank of Arizona, Phoe- 
nix. 

Program — Frank Gibson, vice presi- 
dent, Valley National Bank, Phoenix. 

Entertainment — David G. Davies, as- 
sistant trust officer, First National Bank 
of Arizona, Phoenix. 

Hotel and Registration — George F. 
German, Jr., vice president and trust of- 
ficer, Bank of Douglas, Phoenix. 

Finance — Ben Storek, trust officer, 
Southern Arizona Bank and Trust Co., 
Tucson. 

Transportation — Harold E. Thum- 
ma, assistant trust officer, First National 
Bank of Arizona, Phoenix. 

Publicity — Duncan H. Newell, Jr., 
vice president, Valley National Bank, 
Phoenix. 
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Faculty Named for First 
Session of National 


Trust School 


Following are the members of the 
faculty for the initial session of The 
National Trust School to be held August 
8-26 on the campus of Northwestern 
University, Evanston, Illinois (see item 


May T&E, p. 407). 


Trust Fundamentals 


Merrill Anderson, New York: Oscar 
R. Goodman, School of Business, North- 
western; Dean John C. Hayes, Loyola 
University School of Law, Chicago; Ray 
F. Myers, Continental Illinois National 
Bank & Trust Co., Chicago; Prof. Wil- 
lard H. Pedrick, School of Law, North- 
western; Donald H. Remmers, Conti- 
nental Illinois National; Dean John Rit- 
chie, III, School of Law, Northwestern; 
Daniel M. Schuyler, Esq., Chicago; Gil- 
bert T. Stephenson, retired director of 
trust research, The Stonier Graduate 
School of Banking; and John J. Wal- 


dron, Esq., Chicago. 


And (all of Chicago) William S. Dil- 
lon, American National Bank and Trust 
Co.: Austin Fleming, Northern Trust 
Co.: and Michael Sporrer, Arthur An- 
dersen & Co. 


Trust Administration 


William F. Lackman, Morgan Guar- 
anty Trust Co. of New York; Frederick 
W. London, Merchants National Bank of 
Boston; Dr. Roger F. Murray, Gradu- 
ate School of Business, Columbia; Prof. 
John H. Myers, Northwestern; Ray F. 
Myers: George Richards, Jr., C.P.A., 
Chicago; Noel T. Robinson, Central Na- 
tional Bank and Trust Co., Des Moines; 
and William K. Stevens, First National 
Bank of Chicago. 


And J. Russell Downey, Peat, Mar- 








Campus of Northwestern University. 


wick, Mitchell & Co., Chicago; M. Dut- 
ton Morehouse. Brown Brothers, Harri- 
man and Co., Chicago; David L. Pal- 
lian, Peat, Marwick, Mitchell and Co., 
Boston; Arthur B. Pfleiderer, Detroit 
Bank and Trust Co.; and Morton Smith, 
Girard Trust Corn Exchange Bank, Phil- 
adelphia. 


Trust New Business 


William H. Avery, Esq., Chicago: A. 
J. Baber, Chicago Title and Trust Co.; 
Prof. Parke Burgess, Northwestern; 
Darrell S. Caris, of Bills Sales Consul- 
tants, Chicago; Frank L. Griffin, actu- 
ary, The Wyatt Company, Chicago; 
Alonzo M. MeNickle, Pittsburgh Na- 
tional Bank; Stuart A. Monroe, C.L.U., 
Chicago; Ray F. Myers; John S. Pen- 
nish, Esq., Chicago; Mr. Schuyler; Earl 
G. Schwalm, Lincoln National Bank and 
Trust Co., Fort Wayne: and Henry M. 
Tibbits, Harris Trust and Savings Bank, 
Chicago. 

And (all of Chicago unless otherwise 
indicated), Peter J. Brennan, Harris 
Trust and Savings Bank; William B. 
Callahan, American National Bank and 
Trust Co.; John L. Chapman, City Na- 
tional Bank and Trust Co.; J. Brooks 
Corwine, Harris Trust and Savings 
Bank; Victor Cullin, Chicago Title and 
Trust Co.; Frederick O. Dicus, Chapman 
and Cutler; William S. Dillon: Willett 
N. Gorham, Northern Trust Co.; John 
M. Grotheer, The Chase Manhattan 
Bank, New York; William O. Heath, 
Harris Trust and Savings Bank: John 
W. Heddens, Continental Illinois Na- 
tional Bank and Trust Co.; Rollin B. 
Mansfield, First National Bank: Robert 
C. Nihan, Northern Trust Co.; William 
J. Purcell, City National Bank and 
Trust Co.; Gilbert A. Smith, State Bank 
and Trust Co., Evanston; Michael Spor- 
rer; Otto J. Zack, Chicago Title and 
Trust Co.; Marshall L. Zissman, First 
National Bank; and Milton H. Schwartz, 
Foote, Cone & Belding. 


Evening Sessions 


Thomas H. Beacom, First National 
Bank of Chicago; Prof. Burgess; Prof. 
Daniel R. Lang, Northwestern; John K. 
Langum, Business Economics. Inc., Chi- 
cago; Don H. McLucas, Northwestern 
Trust Co., Chicago; and Mr. Schwalm. 

And William Matthews, assistant to 
the director and chairman, subcommit- 
tee for trust departments, F.D.I.C., 
Washington, D. C.; Probate Judge 
Frank L. McAvinchey, Flint, Mich.; and 
R. Emmett Hanley, City National Bank 
and Trust Co., Chicago. 


TRUSTS AND ESTATES 














i le ees el ee ae a a i ee ae a: 6 ae 


Jut- 
rri- 
Pal- 
Lan, 
roit 
ith, 
hil- 


m; 
sul- 


305 


Na- 


en- 
arl 


nd 


nk, 


al 


of. 


11- 
rm 


it- 
ge 
nd 
nk 


ES 




















THE TREASURY'S COUNTER-PROPOSAL ON PEN- 
SIONS for the self-employed, as accepted 
by the Senate Finance Committee, casts 
aside the baSically simple approach which 
has marked the various versions of the 
Keogh bill introduced in Congress from 
time to time over the past decade and 
passed by the House this year. Adopting 
the complex approach of Code Section 401 
applicable to the traditional employer- 
financed benefit plans, the pending alter- 
native of H.R. 10 would doubtless dampen 
the ardor of many self-employed persons 
who would be obliged to bring into the 
plan any employees with more than three 
years service. In addition to other limi- 
tations and restrictions on contributions, 
benefits and distributions, the Treasury 
bill would permit investment in a new type 
of Government bond, with or without the 
use of a trust. The simplicity of the lat- 
ter financing vehicle obscures the prob- 
ability that not many individuals would be 
interested in fixed-dollar obligations as 
a retirement fund. The fate of the bill 
awaits the reconvening of Congress after 
the national conventions. 


SPRINKLING TRUSTS HAVE MANY ESTATE PLAN- 
NING advantages but their inherent tax and 
administrative difficulties should give 
pause, according to one lawyer writing in 
this issue (p. 628). On the tax side, the 
major concern is the potential personal 
income tax liability of the individual 
trustee who has the power to distribute 
income to himself or others whom he is 
obligated to support. On the administra- 
tive side, the problem is to find a trus- 
tee who, aS a practical matter, will be 
able to carry out the trustor's role of 
Sprinkling as family needs require. A cor- 
porate trustee with established relations 
with the family is the recommended solu- 
tion. 


PENSION FUND BUYING OF EQUITIES MAY NOT 
prove to be as much of a price stabilizing 
influence in the markets as expected, says 


Jury 1960 
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Dr. Roger F. Murray, Sloan Colt Professor 
at Columbia's Graduate School of Business 
Administration. Also, in spite of the 
funds' inherent flexibility due to cash 
increment and freedom from taxation, their 
investment policies tend to ignore short- 
run changes in the economy in their pursuit 
of long-term objectives. These are some 
preliminary findings in a long-range sur- 
vey of the impact of public and private 
funds upon savings and investment which is 
being conducted under the auspices of the 
National Bureau of Economic Research, Inc. 


ESTATE PLANNING EFFECTIVENESS AND CO- 
OPERATION would benefit greatly if Estate 
Planning Councils — and individual trust 
officials in areas without such — took the 
lead in ‘Planning for Estate Planning.' 

By that we mean a definite program of en- 
couraging local attorneys, life under- 
writers and accountants to come in to the 
trust department for a personal estate re- 
view, calling in one or both of the other 
team members as required. This is the 
‘learn by doing' method, as advocated in 
the article by Warren Eierman and William 
McGorry last September (p. 832). Estate 
Councils might well discuss this ona 
forthcoming program......Trust officers 
would be doing a service to themselves and 
those who wish to take advantage of such a 
review, for each party would gain a 
greater appreciation of the other's value 
and have an applied "short-course" (in 
professional privacy) that would increase 
their efficiency to recognize and solve 
customers’ or clients" needs. The same 
idea could also be applied to the banking 
department officers and directors. It 
could make many of them more aware of the 





CUMULATIVE INDEX TO T&E 


An Index to TRUSTS and ESTATES covering 
the ten-year period 1950-59 has been com- 
piled in response to subscriber demand. 
For details see p. 693. 
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letter (which was the first advice we 
had on his funds) word has come of the 
equity and fixed income Funds recently 
established by First National Bank & 
Trust Co.. Oklahoma City, the first in 
that State. TRusts AND Estates will wel- 
come information from other banks 
which have, or may establish, pooled in- 
vestment funds for employee benefit 
plans. 


Ammunition 


The following excerpt appears in a 
letter received from Daniel G. Tenney 
of the New York Bar whom we, like 
the Court of Appeals, consider the fore- 
most legal authority on this subject. “I 
think your article (April issue) is a 
very clear and remarkably concise ex- 
planation of your basic formula and 
will serve as valuable ammunition in 
any further attacks on the problem” (of 
whether a stock distribution is a divi- 
dend or a split). 

We would like to share this fine trib- 
ute with you in appreciation of the 
excellent editing of our original manu- 
script which kept our thoughts keenly 
focused on the main theme most suc- 
cinctly. 

R. T. McCaffrey 
New York 
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Western Regional Trust 
Conference Committees 


Named 


The local committees for the 34th 
Western Regional Trust Conference, to 
be held under the sponsorship of the 
American Bankers Association Trust Di- 
vision in Phoenix, November 3-5, will 


be headed as follows: 


General Committee — Robert F. Dew- 
ey, vice president and senior trust officer, 
First National Bank of Arizona, Phoe- 
nix. 

Program — Frank Gibson, vice presi- 
dent, Valley National Bank, Phoenix. 

Entertainment — David G. Davies, as- 
sistant trust officer, First National Bank 
of Arizona, Phoenix. 

Hotel and Registration — George F. 
German, Jr., vice president and trust of- 
ficer, Bank of Douglas, Phoenix. 

Finance — Ben Storek, trust officer, 
Southern Arizona Bank and Trust Co., 
Tucson. 

Transportation — Harold E. Thum- 
ma, assistant trust officer, First National 
Bank of Arizona, Phoenix. 

Publicity — Duncan H. Newell, Jr., 
vice president, Valley National Bank, 
Phoenix. 
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Faculty Named for First 
Session of National 


Trust School 


Following are the members of the 
faculty for the initial session of The 
National Trust School to be held August 
8-26 on the campus of Northwestern 
University, Evanston, Illinois (see item 


May TS&E, p. 407). 


Trust Fundamentals 


Merrill Anderson, New York; Oscar 
R. Goodman, School of Business, North- 
western; Dean John C. Hayes, Loyola 
University School of Law, Chicago; Ray 
F. Myers, Continental Illinois National 
Bank & Trust Co., Chicago; Prof. Wil- 
lard H. Pedrick, School of Law, North- 
western; Donald H. Remmers, Conti- 
nental Illinois National; Dean John Rit- 
chie, III, School of Law, Northwestern; 
Daniel M. Schuyler, Esq., Chicago; Gil- 
bert T. Stephenson, retired director of 
trust research, The Stonier Graduate 
School of Banking; and John J. Wal- 
dron, Esq., Chicago. 


And (all of Chicago) William S. Dil- 
lon, American National Bank and Trust 
Co.: Austin Fleming, Northern Trust 
Co.: and Michael Sporrer, Arthur An- 
dersen & Co. 


Trust Administration 

William F. Lackman, Morgan Guar- 
anty Trust Co. of New York; Frederick 
W. London, Merchants National Bank of 
Boston; Dr. Roger F. Murray, Gradu- 
ate School of Business, Columbia; Prof. 
John H. Myers, Northwestern; Ray F. 
Myers: George Richards, Jr., C.P.A., 
Chicago; Noel T. Robinson, Central Na- 
tional Bank and Trust Co., Des Moines; 
and William K. Stevens, First National 
Bank of Chicago. 


And J. Russell Downey, Peat, Mar- 








Campus of Northwestern University. 


wick, Mitchell & Co., Chicago; M. Dut- 
ton Morehouse. Brown Brothers, Harri- 
man and Co., Chicago; David L. Pal- 
lian, Peat, Marwick, Mitchell and Co., 
Boston; Arthur B. Pfleiderer, Detroit 
Bank and Trust Co.; and Morton Smith, 
Girard Trust Corn Exchange Bank, Phil- 
adelphia. 


Trust New Business 


William H. Avery, Esq., Chicago: A. 
J. Baber, Chicago Title and Trust Co.; 
Prof. Parke Burgess, Northwestern; 
Darrell S. Caris, of Bills Sales Consul- 
tants, Chicago; Frank L. Griffin, actu- 
ary, The Wyatt Company, Chicago; 
Alonzo M. MeNickle, Pittsburgh Na- 
tional Bank; Stuart A. Monroe, C.L.U., 
Chicago; Ray F. Myers; John S. Pen- 
nish, Esq., Chicago; Mr. Schuyler; Earl 
G. Schwalm, Lincoln National Bank and 
Trust Co., Fort Wayne: and Henry M. 
Tibbits, Harris Trust and Savings Bank, 
Chicago. 

And (all of Chicago unless otherwise 
indicated), Peter J. Brennan, Harris 
Trust and Savings Bank; William B. 
Callahan, American National Bank and 
Trust Co.; John L. Chapman, City Na- 
tional Bank and Trust Co.; J. Brooks 
Corwine, Harris Trust and Savings 
Bank; Victor Cullin, Chicago Title and 
Trust Co.; Frederick O. Dicus, Chapman 
and Cutler; William S. Dillon: Willett 
N. Gorham, Northern Trust Co.; John 
M. Grotheer, The Chase Manhattan 
Bank, New York; William O. Heath, 
Harris Trust and Savings Bank; John 
W. Heddens, Continental Illinois Na- 
tional Bank and Trust Co.; Rollin B. 
Mansfield, First National Bank: Robert 
C. Nihan, Northern Trust Co.; William 
J. Purcell, City National Bank and 
Trust Co.; Gilbert A. Smith, State Bank 
and Trust Co., Evanston; Michael Spor- 
rer; Otto J. Zack, Chicago Title and 
Trust Co.; Marshall L. Zissman, First 
National Bank; and Milton H. Schwartz, 
Foote, Cone & Belding. 


Evening Sessions 


Thomas H. Beacom, First National 
Bank of Chicago; Prof. Burgess; Prof. 
Daniel R. Lang, Northwestern; John K. 
Langum, Business Economics, Inc., Chi- 
cago; Don H. McLucas, Northwestern 
Trust Co., Chicago; and Mr. Schwalm. 

And William Matthews, assistant to 
the director and chairman, subcommit- 
tee for trust departments, F.D.I.C., 
Washington, D. C.; Probate Judge 
Frank L. McAvinchey, Flint, Mich.; and 
R. Emmett Hanley, City National Bank 
and Trust Co., Chicago. 
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THE TREASURY'S COUNTER-PROPOSAL ON PEN- 
SIONS for the self-employed, as accepted 
by the Senate Finance Committee, casts 
aside the baSically simple approach which 
has marked the various versions of the 
Keogh bill introduced in Congress from 
time to time over the past decade and 
passed by the House this year. Adopting 
the complex approach of Code Section 401 
applicable to the traditional employer- 
financed benefit plans, the pending alter- 
native of H.R. 10 would doubtless dampen 
the ardor of many self-employed persons 
who would be obliged to bring into the 
plan any employees with more than three 
years service. In addition to other limi- 
tations and restrictions on contributions, 
benefits and distributions, the Treasury 
bill would permit investment in a new type 
of Government bond, with or without the 
use of a trust. The simplicity of the lat- 
ter financing vehicle obscures the prob- 
ability that not many individuals would be 
interested in fixed-dollar obligations as 
a retirement fund. The fate of the bill 
awaits the reconvening of Congress after 
the national conventions. 


SPRINKLING TRUSTS HAVE MANY ESTATE PLAN- 
NING advantages but their inherent tax and 
administrative difficulties should give 
pause, according to one lawyer writing in 
this issue (p. 628). On the tax side, the 
major concern is the potential personal 
income tax liability of the individual 
trustee who has the power to distribute 
income to himself or others whom he is 
obligated to support. On the administra- 
tive side, the problem is to find a trus- 
tee who, aS a practical matter, will be 
able to carry out the trustor's role of 
Sprinkling as family needs require. A cor- 
porate trustee with established relations 
with the family is the recommended solu- 
tion. 


PENSION FUND BUYING OF EQUITIES MAY NOT 
prove to be as much of a price stabilizing 
influence in the markets as expected, says 


Jury 1960 


i} 
Verbayt 











Dr. Roger F. Murray, Sloan Colt Professor 
at Columbia's Graduate School of Business 
Administration. Also, in spite of the 
funds' inherent flexibility due to cash 
increment and freedom from taxation, their 
investment policies tend to ignore short- 
run changes in the economy in their pursuit 
of long-term objectives. These are some 
preliminary findings in a long-range sur- 
vey of the impact of public and private 
funds upon savings and investment which is 
being conducted under the auspices of the 
National Bureau of Economic Research, Inc. 


ESTATE PLANNING EFFECTIVENESS AND CO- 
OPERATION would benefit greatly if Estate 
Planning Councils — and individual trust 
officials in areas without such — took the 
lead in 'Planning for Estate Planning.' 

By that we mean a definite program of en- 
couraging local attorneys, life under- 
writers and accountants to come in to the 
trust department for a personal estate re- 
view, calling in one or both of the other 
team members as required. This is the 
‘learn by doing’ method, as advocated in 
the article by Warren Eierman and William 
McGorry last September (p. 832). Estate 
Councils might well discuss this ona 
forthcoming program......Trust officers 
would be doing a service to themselves and 
those who wish to take advantage of such a 
review, for each party would gain a 
greater appreciation of the other's value 
and have an applied "short-course" (in 
professional privacy) that would increase 
their efficiency to recognize and solve 
customers’ or clients' needs. The same 
idea could also be applied to the banking 
department officers and directors. It 
could make many of them more aware of the 





CUMULATIVE INDEX TO T&E 


An Index to TRUSTS and ESTATES covering 
the ten-year period 1950-59 has been com- 
piled in response to subscriber demand. 
For details see p. 693. 
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trust department and its value to the 
bank's customers. So long as a service is 
a mystery it will be treated as such. 


HOT WEATHER NOTES 


THE PICTURE OF A TRUST OFFICER as por- 
trayed in Marquand's best-seller "Point of 
No Return" is — to those in the business — 
obviously quite incomplete and could mis- 
lead the public to think it implies dull- 
ness, austerity and socializing for busi- 
ness. Even so, we note with some surprise 
that the highest post in the yachting 
world — chairman of the U.S. Olympic 
Yachting Committee — is held by a career 
trust official, James M. Trenary, execu- 
tive vice president of United States Trust 
Co. of New York. He is also vice president 
of the U.S. International Sailing Associa- 
tion. Under his aegis 600 yachtsmen are 
competing for fourteen places on the 
American team which will sail five classes 
of boats in the international races this 
Summer on the bay of Naples. Naturallly 
his interest is in the gold medals for our 
sailors. 

Another trust officer of our acquaint- 
ance had a more homelike set of chores. 


When an elderly lady beneficiary was sud- 
denly called abroad to see her daughter 
and son-in-law, he receive a frantic phone 
call from her P.0.E. saying she had for- 
gotten to make arrangements for her pets 
and would he do so. Expecting to find a 
parakeet or two, a cat and maybe some 
goldfish, he was somewhat nonplussed on 
entering the "playroom" to find a panda 
bear, an alligator and a couple of skunks. 
Fortunately the latter had been dehydrated 
and he found a neighbor who knew the pets' 
habits and needs and agreed to see to the 
feeding. 

A former professor, who taught speech 
and drama in a Mid-west college for 33 
years before retiring at age 68, is now 
a janitor there and enjoying it, earning, 
as he puts it, "the degree of master of 
maintenance." Students gave him a sweater 
with the college "letter," proving his own 
philosophy: "A man can dignify any job." 

Two on the Aisle: To the oh-So-personal 
bank services that began with lollipops for 
kids and got so far askew as dog-food for 
visiting pets a few new wrinkles have been 
added recently: box-office price theatre 
tickets through a blanket membership for 
those of the bank's customers who choose 
two or more shows in a month. 
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19th Century American print. 


“FINDING THE WILL,” by Wm. Verplanck Birney. 
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DIRECTORS 


BARNEY BALABAN 
President, Paramount Pictures Corporation 


EDWIN J. BEINECKE 
Chairman, The Sperry and Hutchinson 
Company 


CLINTON R. BLACK, JR. 
President, C. R. Black, Jr. Corporation 


ALVIN G. BRUSH 
Chairman, American Home Products 
Corporation 


LOU R. CRANDALL 
Chairman, George A. Fuller Company 


CHARLES A. DANA 
Chairman, Dana Corporation 


HORACE C. FLANIGAN 
Chairman, Board of Directors 


JOHN M. FRANKLIN 
Chairman, United States Lines Company 


PAOLINO GERLI 
President, Gerli & Co., Inc. 


GABRIEL HAUGE 
Chairman, Finance Committee 


ROY T. HURLEY 
Saddle River, New Jersey 


OSWALD L. JOHNSTON 
Simpson Thacher & Bartlett 


BARRY T. LEITHEAD 
President, Cluett, Peabody & Co. Inc. 


KENNETH F. MacLELLAN 
Chairman, Union Asbestos and 
Rubber Company 


JOHN T. MADDEN 
Chairman, Emigrant Industrial Savings Bank 


GEORGE V. McLAUGHLIN 
Vice Chairman, Triborough Bridge and 
Tunne! Authority 


WILLIAM G. RABE 
Chairman, Trust Committee 


RICHARD S. REYNOLDS, JR. 
President, Reynolds Metals Company 


WILLIAM E. ROBINSON 
Chairman of the Board, Coca-Cola Company 


HENRY B. SARGENT 
President, American & Foreign 
Power Company, Inc. 


CHARLES J. STEWART 
President 


REESE H. TAYLOR 
Chairman, Union Oil Company of California 


GEORGE G. WALKER 
President, Electric Bond and Share Company 


J. HUBER WETENHALL 
President, National Dairy Products 
Corporation 





HENRY C. VON ELM 
Honorary Chairman 
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Statement of Condition, June 30, 1960 








RESOURCES 
Cash and Due from Banks ........... $ 930,038,216 
U. S. Government Securities _........ 593,514,004 
U. S. Government Insured F. H. A. Mort- 

xs gc ote. aed ; 102,471,170 
State, Municipal and Public Securities . . 233,599,004 
Stock of Federal Reserve Bank ........ 6,023,400 
Ger Goewlies .... 2. sw csc van 22,431,098 
Loans, Bills Purchased and Bankers’ Ac- 

SE 20 3. oa ak cs ee 1,393,822,354 
I is. Soe ig Citar oe he Ok a 47,701,249 
Banking Houses and Equipment ....... 23,812,420 
Customers’ Liability for Acceptances ... 71,538,968 
Accrued Interest and Other Resources . . 12,934,744 

$3,437,886,627 
LIABILITIES 
I ohn 4. dd hence are: ae ee toe $2,997,732,396 
Outstanding Acceptances ..... Sane 72,930,085 
Liability as Endorser on Acceptances and 

IS 5 Gea Cah cs als ass 008 ' 33,984,394 
ee IS ss or a Fed badase meta 3,029,386 
Reserve for Taxes, Unearned Discount, 

I Is 5. aoa "yc a, boc Re ce are 36,821,416 
*Reserve for Possible Loan Losses ...... 52,504,300 
Dividend Payable July 15, 1960 ...... 3,023,400 
Capital Funds: 

Capital (5,039,000 

shares—$20 par) . $100,780,000 
ae ee ee 100,000,000 
Undivided Profits .... 37,081,250 237,861,250 





$3,437,886,627 








* Applicable to cover such future loan losses as may develop. None 
are at present known. 


United States Government and Other Securities carried of $181,513,741 are pledged to 


secure public funds and trust deposits and for other purposes as required or permitted by law. 


Member Federal Deposit Insurance Corporation 
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Will Clauses 


To Avoid Six Estate Administration Problems 


AUSTIN FLEMING 


Attorney, The Northern Trust Company, Chicago, Illinois 


OME ESTATE PROBLEMS ARISE UN- 

foreseeably. Others can be avoided 
by appropriate will provisions. Six cur- 
rently troublesome probate problems 
are considered here with suggested 
clauses for their solution. 


I. Use of Administration 
Expenses as Income 
Tax Deductions 


A modest income quickly reaches 
high income tax brackets, while it takes 
a very substantial estate to reach the 
same rate of tax for Federal estate tax 
purposes.' For this reason executors 
and attorneys are finding it advisable 
to use fees and other administration 
expenses as deductions against income 
taxes rather than estate taxes.” Indeed, 
so great are the potential tax savings, 
an executor may be subject to surcharge 
if he does not do so. 


But the executor cannot claim the ex- 
penses as deductions against both re- 
turns.* When he uses them in the in- 
come tax return, the gross estate be- 
comes, in effect. the net estate. The es- 
tate tax becomes correspondingly larger, 
and the formula marital bequest is also 
increased.* 


When different beneficiaries are in- 
terested in the income and principal of 
the estate, the executor’s election to use 
administration expenses as income tax 
deductions disarranges their respective 
interests, benefiting the income takers 
and penalizing the remaindermen. The 
courts have held that in such cases 
enough of the income tax savings must 
be restored to principal to make up for 


Address before Regional Meeting, Section of Real 
Property, Probate and Trust Law, American Bar 
Association, Portland, Ore., May 25, 1960. 

1It takes an estate of $1,000,000 and over to reach 
a Federal estate tax rate of 39%, whereas, income 
of only $10,000 to $12,000 reaches a comparable rate 
for Federal income tax purposes. 

2I.R.C., 1954, Sec. 212, Sec. 641(b). 

8I.R.C., 1954, Sec. 642(g). Sees. 212, 642(g) and 
2053, I.R.C., 1954, have the effect of giving the 
executor an election to claim estate administration 
expenses either as estate tax deductions under Sec. 
2053 or as income tax deductions under Sec. 212. 

*See Fleming, “‘Income and Principal Adjustments 
Where Administration Expenses are Used as In- 


come Tax Deductions,” 96 TRUSTS AND ESTATES 
1089, 
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the increase in death taxes and the 
marital bequest.® 

While an adjustment of this kind 
achieves an equitable result, it has sev- 
eral drawbacks. No two people seem to 
agree upon the exact mechanics for 
making the adjustment. It is exceeding- 
ly difficult to explain to widows and 
other beneficiaries. In most cases the 
testator wishes his executor to do what- 
ever he can to accomplish the greatest 
over-all tax savings for the family 
without bothering about inter-account 
adjustments that largely affect rights of 
eventual remaindermen rather than the 
life tenant who concerns him most.® 

Eliminating the need for reimburse- 
ment, however, calls for a special will 
clause. Too often wills merely give the 
executor the authority to use expenses 
on the income tax side (which he al- 
ready has by law) and leave the prob- 
lem of reimbursement untouched. Other 
clauses go further and authorize such 
reimbursements as the executor deems 
“proper,” but this leaves an executor no 
choice but to insist on reimbursement, 
since otherwise he would favor the in- 
come taker over the remainderman, 
contrary to the well established require- 
ment of impartiality.* 

The indicated provision is one that 
constitutes a direction, rather than a 
discretion. The direction should be that 
when expenses are used on the income 
tax side, no adjustment shall be made 
between income and principal or in the 
amount of the marital share. For exam- 


ple: 


If my Executor elects to claim as a 
deduction for Federal income tax pur- 
poses any items of administration ex- 
pense which are deductible alterna- 
tively for Federal estate tax purposes, 
no adjustment shall be made between 
principal and income for in _ the 
amounts of the marital bequest] by 
reason of the election. 


5In re Warms Estate, 140 N.Y.S. 2d 169; Estate of 
Bixby, 140 Cal. App. 2d 326, 296 P. 2d 68; Walter P. 
Inman Estate, N. Y. Law J., 12-6-1956; Estate of 
Samuel Levy, N. Y. Law J., 7-17-1957, 96 Trusts 
AND ESTATES 810. 

®Fleming, supra, note 4. 

7Comiskey v. Rigney, 24 Ill. App. 2d 199, 164 
N.E. 2d 535; In re James Estate, 65 N.Y.S. 2d 756. 


If the testator for some reason is 
different-minded and wants adjustments 
made, the following clause might be 
used and would leave no doubt as to 
his intention: 


If my Executor elects to claim as a 
deduction for Federal income tax pur- 
poses any items of administration ex- 
pense which are deductible alterna- 
tively for Federal estate tax purposes, 
my Executor shall make adjustment 
between income and principal [and in 
the amount of the marital bequest] 
to compensate for the non-availability 
of such expense as estate tax deduc- 
tions. 


Il. Responsibility for Expenses of 
Ancillary Administration and Costs 
of Delivering Specific Bequests 


The great mobility of Americans has 
had two noticeable effects on their es- 
tates. First, more end up acquiring real 
estate as residences or speculations in 
other states, necessitating one or more 
ancillary proceedings for the probate of 
their estates. Second, frequently one or 
more legatees of chattel goods live at a 
distance from the testator’s residence, 
and the goods must be packed, insured 
and transported elsewhere. When the 
will is silent, troublesome questions 
arise for the executor over who should 
bear the expenses of ancillary admini- 
stration, and who should “pay the 
freight.” 

Expenses of Ancillary Administration: 
When two or more administrations are 
taken out in different jurisdictions, there 
is no common liability for the expenses 
incurred by each.® An executor may 
claim credit in his account only for 
expenses within the scope of his own 
duties and not those of some other 
representative.° 

Thus, it has been held that costs of 
ancillary proceedings for specifically 
devised property in another jurisdiction 
should be borne by the legatee, and not 
by the domiciliary executor.!° Similiar- 
ly, it was held improper, in McMahon, 

83 Beale, ‘‘Conflict of Laws,”’’ Sec. 502.1, p. 1562. 

®Edwards v. Lane, 331 Ill. 442, 163 N.E. 460. 


1loLucy C. Ayres Home v. Fales, 77 R.I. 37, 73 A. 
2d 104, 763. 
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237 Ia. 236, 21 N.W. 2d 581, for a 
domiciliary executor to use estate funds 
to pay taxes accruing after death on 
lands being administered in another 
state. On the other hand, in Stewart v. 
Baxter, 145 Ore. 460, 28 P. 2d 642. a 
domiciliary executor was allowed credit 
for payments made for costs of ad- 
ministration in another state and also 
for taxes paid. There the land was not 
specifically devised, but formed a part 
of the residue. The court concluded that 
the expenditures benefited the estate 
and were justified. 

Most testators want their domiciliary 
representative to have authority to pay 
all expenses entailed in the administra- 
tion of their estates wherever located. 
Since this desire may or may not coin- 
cide with applicable law, it is important 
to include a suitable provision in the 
will. Illustrative clauses to avoid the 
problem would be: 


Estate to assume expenses: 


I direct my Executor to pay out of 
the principal of my estate all funeral 
expenses, costs of administration in- 
cluding ancillary ...and other proper 
charges against my estate. 


Devisee to assume expenses: 


I devise my residence in Paradise 
Valley, California, to my son, he, how- 
ever, to pay all expenses entailed in 
any ancillary administration required 
in connection with this devise. 


Some wills direct payment of all “ex- 
penses of administration” and it may be 
thought that this covers the question. 
But absent some indication that it is 
meant to have broader scope, the phrase 
has been interpreted as referring only 
to domiciliary expenses, not ancillary, 
especially when the latter do not re- 
dound to the benefit of the domiciliary 
estate.1 

Costs of Transferring Specific Lega- 
cies: Similiarly troublesome is the ques- 
tion of who bears the cost of packing, 
shipping and insuring chattel goods 
specifically bequeathed. Jn re Columbia 
Trust Co., 174 N.Y.S. 576, a New York 


testator provided in her will: 


“I give and bequeath to my nephew, 
Nathaniel Curtis, all my clothing, 
jewelry, personal effects, pictures, 
paintings, trunks and furniture and 
other similar chattels to be his ab- 
solutely.” 


The bequest was clear and unambigu- 
ous. The only difficulty was that the 
goods were in storage in Paris, France! 
The nephew, who lived in New York. 
understandably argued that the expense 
of transporting the goods to this coun- 


_— 
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. . I’m afraid you folks are in for an unpleasant surprise. Guess 
whom your uncle named to receive the bulk of his estate?” 


Reprinted with special permission of CASE AND COMMENT. Copyright 1960 by 
The Lawyers Co-operative Publishing Company and Bancroft-Whitney Company. 


“> GeofFEwart, 








try should be paid by the executor. His 
aunt would probably have agreed. But 
the court said the expenses should be 
borne by the nephew. 

Absent a different direction in the 
wil, the law is that the legatee takes 
specifically bequeathed personal prop- 
erty “as and where is” and must bear 
the costs of transportation.'* The same 
rule applies as to any expenses incurred 
for custody of the goods and insurance 
on them between the testator’s death 
and the date of delivery.’* 

In this area the law probably does 
not coincide with the intention of most 
testators who appear to take for grant- 
ed that delivery costs will be borne by 
their estates. Illustrative clauses would 


be: 


Estate to assume expenses of both: 

I direct my Executor to pay out of 
the principal of my estate all funeral 
expenses, costs of administration in- 
cluding ancillary, costs of delivering 
bequests and other proper charges 
against my estate. 


12Columbia Trust Co., 174 N.Y.S. 576; In re Barry, 
208 Okla. 8, 252 P. 2d 437; Re Leach, (1923), 1 Ch. 
161; Re Fitzpatrick, (1952), Ch. 86; 2 Williams on 
Executors and Administrators (13th Ed.), Sec. 


1331, p. 847. 
13Re Rooke (1937), Ch. 970. 





Legatee to assume costs of delivering 
bequests: 

I give my Steinway grand piano to 
my nephew Paul, of New York City, 
he, however, to assume all expenses 
of insuring and transferring said 
piano. 


Ill. Ademption and Satisfaction 


Few problems in the administration 
of estates are more troublesome to ex- 
ecutors or more provocative of litiga- 
tion than those of ademption and sat- 
isfaction. “Ademption” is the technical 
term for the rule that if property speci- 
fically bequeathed or devised is sold, 
disposed of, lost, destroyed or materi- 
ally changed during the testator’s life- 
time the bequest or devise fails and the 
legatee or devisee takes nothing.'* “Sat- 
isfaction” is the term for the special 
kind of ademption that occurs when a 
testator gives the same or similar prop- 
erty to the legatee during the testator’s 
lifetime and the gift is deemed to be 
in discharge of the bequest or legacy.'” 

The factual settings in which ademp- 


144 Page on Wills (Lifetime Ed.), Sec. 1513, p. 
356. 

Carmichael v. Lathrop, 108 Mich. 473, 66 N.W. 
350; Estate of Keeler, 225 Ia. 1349, 282 N.W. 362. 
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tions occur are legion.'® Nearly every 
will contains a bequest of the owner’s 
automobile, but rarely is it the same 
automobile as when the will was made.'* 
Sometimes the automobile is wrecked 
in the same accident which causes the 
testator’s death. The question arises 
whether the bequest is adeemed. or 
whether the legatee takes the automobile 
in its wrecked condition, or if there is 
insurance, whether the legatee is entitled 
to the insurance proceeds in lieu of the 
lost, destroyed or damaged chattel. In 
In Re Barry, 208 Okla. 8, 252 P. 2d 437, 
the court said the legatee was entitled 
only to the wrecked automobile, not the 
insurance, but In Re MacDonald’s Es- 
tate, 133 Cal. App. 2d 43, 283 P. 2d 271, 
the California court gave the legatee the 
insurance. 

Occasionally, a testator becomes in- 
competent after making his will. His 
guardian sells the securities or land 
which the testator has specifically be- 
queathed or devised, for his support. 
The question arises whether the devise 
or bequest is thereby adeemed or 
whether the devisee or legatee is en- 
titled to the remaining proceeds if any. 
The courts are not agreed.'® 

Probably the greatest area of difficul- 
ty occurs around securities through 
stock “splits” or dividends, or changes 
in corporate structure, as by a “spin 
off,” or substitution of the stock of one 
company for another.'® A testator may 
bequeath securities which he does not 
own at the time of death, or in a lesser 
number than he bequeaths. In such cases 
the question is whether the bequest is a 
“specific” bequest of particular shares, 
which is adeemed if not owned, or a 
“general” bequest which must be satis- 
fied out of other assets or through the 
purchase of securities of the kind de- 
scribed.'* 

Ademption by satisfaction depends 
upon the intention of the testator at the 
time he makes the gift to the legatee, 
and specifically whether the gift is in 
addition to the legacy or in satisfaction 
of it.2° Too often that intention cannot 
be ascertained. 

Besides conditions regarding the sur- 
vivorship of the legatee, an important 
clause for specific bequests and devises 
is: “owned by me at the time of my 


16Annotation 40 A.L.R. 558; Re Boice’s Estate, 209 
Ore. 521, 307 P. 2d 324, 64 A.L.R. 2d 773. 

1TWelch v. Welch, 147 Miss. 728, 113 S. 197. Cf. Re 
Sikes (1927), 1 Ch. 364, (bequest of ‘‘my piano” did 
not pass subsequently acquired one). 

18Louis v. Hill, 387 Ill. 542, 56 N.E. 619. Cf. In Re 
Ireland’s Estate, 257 N.Y. 155, 177 N.E. 405; Anno- 
tation 30 A.L.R. 676; 4 Page on Wills (Lifetime 
Ed.), Sec. 1530. 

19See cases collected 63 A.L.R. 639, 117 A.L.R. 811, 
151 A.L.R. 969, 172 A.L.R. 364 and 7 A.L.R. 2d 276. 

198See annotation 22 A.L.R. 457. 

204 Page on Wills (Lifetime Ed.), Sec. 1533. 


death” for nonspecific items, and “if in- 
cluded in my estate at the time of my 
death” for specific articles or properties. 
Illustrative clauses would be: 


Real estate: 


If the property in which I am re- 
siding at the time of my death shall 
be included in my estate, I give and 
devise such residence property to my 
daughter Helen [and if there be any 
encumbrance thereon, I direct that it 
be (discharged from my personal es- 
tate passing to my Executor) (as- 
sumed by her).] 

Securities: 

If any shares of XYZ CORPORATION, 
or any successor, consolidated or 
merged organization thereto, shall be 
included in my estate, I give from my 
said holdings five hundred (500) 
shares to my brother William, if he 
survives me, together with such addi- 
tional shares, if any, that may accrue 
with respect to the shares hereby be- 
queathed to him by reason of any 
stock splits or stock dividends de- 
clared after the date of this will. 


General clause: 


The rights of specific devisees and 
legatees under this Will are expressly 
conditioned on the property devised 
or bequeathed being included in my 
estate at the time of my death. If my 
property has been previously sold or 
disposed of or for any other reason 
shall not be included in my estate, I 
direct that the devise or bequest of 
such property shall fail and be of no 
effect. 


Satisfaction — lifetime gifts to be 
treated as: 

If between the date of this Will and 
the date of my death I make any gifts 
to any of my children, I direct that 
all such gifts shall be considered as 
advancements and charged without in- 
terest against any general legacy to 
such child under this Will. My Ex- 
ecutor may rely upon my books of ac- 
count as to the amounts of any life- 
time gifts made by me to my children. 


Satisfaction — lifetime gift not to be 
considered: 

In the event that I shall in my life- 
time make any gift or gifts to any 
person to whom a legacy is given or 
to whom an interest in my residuary 
estate is given by this Will, no such 
gift or gifts hereafter made by me 
during my lifetime shall be deemed 
to be a payment on account of or in 
ademption of such legacy or interest 
unless at the time of such gift I shall 
have delivered to such legatee a state- 
ment in writing that such gift shall 
operate as a payment on account or 
satisfaction of such legacy. 


IV. Secured Debts 


In the absence of a different direction 
in the will, or statutory law, the rule is 
that the specific devisee of mortgaged 
property is entitled to have the mortgage 


(Continued on page 686) 
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Bodyguards for a V.I.P.: Namely, You 


It used to be something to write home about when you 
finished a journey safely. But it’s not news any more— 
whether you drive or fly. 

Much of this happy state of affairs is due to the 
silent, constant guard which Goodyear products and 
devices keep about you whenever you travel. 

Turnpike-proved Goodyear tires keep your car 
smoothly, safely moving to its destination. With the 
Captive-Air Safety Shield by Goodyear, you enjoy 
built-in protection against flats. Inside your car may 
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be a dashboard of resilient Goodyear foam to cushion 
emergency braking. 

Your airliner flies more safely because of Goodyear’s 
high-strength acrylic windows, and radome in its nose. 
Lands more safely because of Goodyear tires, wheels, 
brakes and skid-control systems. 

Before a wind tunnel test is run, or an automobile 
mockup emerges from the modeling clay, Goodyear 
imagination, research and development have been at 
work—building even greater safety for tomorrow. 
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Practical Appraisal of 


Sprinkling Trusts 


HE SO-CALLED SPRINKLING OR SPRIN- 

kler trust grants to the trustee broad 
discretionary powers to distribute in- 
come or corpus of the trust to one or 
more beneficiaries. This broad discre- 
tion is the crux of the understanding of 
the problems concerning the use of the 
sprinkler trust. 

The sprinkler trust should be restrict- 
ed to those situations where the grantor- 
beneficiaries and trustees are friendly 
and congenial toward one another and 
are likely to continue so. Even if this re- 
lationship exists, the grantor will still 
have difficulty in finding a disinterested 
trustee willing to assume and exercise 
the broad discretionary obligations re- 
quired to achieve the full benefits of the 
sprinkler trust. Most sprinkler trust in- 
struments will not give the trustee an 
easily ascertainable standard for measur- 
ing the exercise of his discretion as be- 
tween several members of a class of 
beneficiaries. In the final analysis, the 
beneficiaries in many instances will be 
dependent upon the trustee as to the 
amount of income that each will re- 
ceive.! 

The selection of a disinterested trustee 
capable of being entrusted with the vast 
degree of discretion necessary to ade- 
quately fulfill his duties is, in this writ- 
er’s opinion, the leading obstacle in the 
use of the sprinkler trust. As will be as- 
certained in later portions of this paper, 
the choice of trustee must, of necessity, 
be limited to a corporate trustee, pos- 
sibly in conjunction with a beneficiary.” 
The problem of finding a corporate trus- 
tee willing to serve under the provisions 
of a sprinkler trust is two-fold. The tes- 
tator must be satisfied to impose the de- 
gree of trust and confidence necessary 
to carry out his wishes and the trustee 
must be willing to assume.the immense 
responsibility necessary ot fulfill his du- 
ties. 

A provision actually used by a testa- 
tor will serve to demonstrate the degree 


1Mannheimer, Wheeler & Friedman, ‘“‘How to Use 
Sprinkling Trusts’’; J. K. Lasser’s Estate Tax Tech- 
niques, p. 1077, et seq. (1956). 

*Barclay, ‘“‘Uses of Living Trusts,’’ 94 TRUSTS AND 
ESTATES, 920, et seq. 
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of control over a family that sprinkling 
trusts have been given: 


“It is desired that while the under- 
lying principal of equality shall be 
followed in making distributions of 
net income of principal to or for the 
benefit of any beneficiary, the trustee 
is to be entirely free to pay out either 
more or less to or for the benefit of 
any particular beneficiary as he deems 
advisable because of variations in 
health, character, educational, or 
other requirements, and the trustee 
may use both net income and princi- 
pal in disproportionate amounts to 
provide security and opportunities for 
higher education for each beneficiary 
during the term of the trust. Con- 
sistent with this policy, the trustee 
may in his sole discretion discontinue 
any payments to any beneficiary who 
has attained gainful employment, 
made an advantageous marriage, or 
who for any reason may not need, or 
in the trustee’s sole judgment, should 
not participate in net income or prin- 
cipal prior to the termination of the 
trust. The judgment of the trustee 
shall be final and conclusive upon all 
persons,”3 


The above clause gives the trustee more 
authority in handling of family affairs 
than the normal head of a family has in 
many instances. 

The first argument that is propounded 
to meet the excessive power in the trus- 
tee is that the trustee can be limited by 
a suitable standard set forth in the trust 
agreement. It is apparent, however, that 
as soon as one attempts to establish a 


8Mannheimer, “Sprinkling Trusts,” 
AND ESTATES 919. 


95 TrRUSTs 


so-called suitable standard, he immedi- 
ately sacrifices flexibility and probably 
tax saving, which have been advocated 
as the two most important advantages of 
the use of the sprinkling trust. 

The next argument against the discre- 
tionary features of the sprinkling trust 
is that equity will enjoin an abuse of 
discretion. Yet the grantor, or testator, 
who establishes a plan which will affect 
his family for generations does not want 
to harbor the thought that a court will 
be necessary to carry out his wishes. 

Another line of thinking stressed by 
proponents of the sprinkling trust is that 
it is beneficial to have an experienced 
corporate trustee handling the affairs, 
and thus, the discretionary powers are 
justified. The fallacy to this argument is 
that the creation of a sprinkling trust is 
much more than a cold financial trans- 
action. The sprinkling trust is an instru- 
ment which affects rights, personalities, 
and standards of living, and perhaps the 
whole lives of the beneficiaries thereun- 
der. This is often too great a burden to 
place upon a corporate trustee. 

One of the principal objections to the 
use of sprinkling trusts is the fear of dis- 
cord among beneficiaries.* Family jeal- 
ousy necessitated by the creation of the 
sprinkling trust can in many instances 
at least be alleviated by the creation of 
vertical rather than horizontal sprin- 
kling trusts. This, in effect, sets up sep- 
arate trusts for each family with separ- 
ate trusts for the children of each, lim- 
iting the trust to one child and his own 
issue. Even then disharmony is many 
times evident. Actually, the purpose in 
the creation of the vertical trust is pri- 
marily to limit the trustee in the exer- 
cise of his discretionary powers because 
equality of distribution to the issue of 
each sprinkling trust will normally be 
utilized. 

Another argument advanced against 
the sprinkler trust is that sprinkling re- 
wards laziness and extravagances.° A 
sprinkling trust, in many instances, does 

*Lacovara, “‘Code’s Effect on Estate Planning,” 94 
TRUSTS AND ESTATES 1034 (1955). 


5Estate Plans — “A Sprinkling or Spray Trust,” 
Sec. 16, 917.8, p. 16,982. 
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reward a beneficiary who, from a purely 
moral standpoint, should not be bene- 
fitted. A trustee will be dealing with cold 
financial facts in many instances. His 
guide is: which beneficiary needs help. 
A trustee is normally sprinkling to a 
class rather than to individuals. There- 
fore, in many instances, that member of 
the class who has not been industrious 
is the one who is most in need of the 
benefits for sprinkling trust and_ is, 
therefore, the one rewarded. In the final 
analysis, the wisdom of the trustee will 
determine whether an undeserving bene- 
ficiary is to be rewarded. The attempt to 
establish a rigid standard to deter dis- 
tribution to one not justly entitled will 
in many instances only limit flexibility. 

A further problem directly arising 
from the almost unlimited discretion 
given is that the trustee supersedes the 
primary beneficiary in the exercise of 
parental control. The most obvious an- 
swer to this dilemma is to appoint such 
beneficiary as a co-trustee, but this may 
create other pressing conflicts. 

Another closely related problem is 
that the primary beneficiary cannot be 
assured of the preferred financial treat- 
ment possible in other type trust instru- 
ments.° The argument that the sprin- 


®‘Trachtman, Joseph, ‘“‘Use of Principal For Life 
Beneficiaries,’’ 83 TRUSTS AND ESTATES 444. 
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kling trust undermines the financial se- 
curity of the principal beneficiary does 
not carry as much weight as other disad- 
vantages arising from the discretion 
placed in the trustee. In the first place, 
a provision can be inserted to prevent 
the distribution to any other beneficia- 
ries until after distribution is made to 
the principal beneficiary. Also, the prin- 
cipal beneficiary can be given the right 
to demand out of principal the greater 
of either $5,000 or 5% of the trust cor- 
pus on an annual basis without the in- 
cidence of any unfavorable tax results. 
A further provision can be inserted that 
payments shall only be made to the prin- 
cipal beneficiary so as to bring his in- 





come after taxes to some stated or deter- 
minable figure. 


Tax Problems in the Use of the 
Sprinkler Trust 


The idea of spreading the tax dollar 
over multiple taxpayers at first glance 
certainly is appealing, but in order to 
achieve the desired savings, certain sac- 
rifices must be made. 

The average grantor intending to 
create a trust approaches it with the at- 
titude that he will take some of his 
money, put it in trust for others, save 
taxes and yet retain control of the use 
of his funds. People are generally loathe 
to give anything away. It is this frame 
of mind that must be counteracted by 
the lawyer if the sprinkling trust is to 
be used to any advantage. 

Sections 671-677 of the Internal Rev- 
enue Code impose substantial limitations 
on the grantors of any trust and are par- 
ticularly applicable to a sprinkling trust. 
It would be imperative for the lawyer to 
emphasize the prohibitions relating to 
controls over the trust income or corpus 
by the grantor of an inter vivos trust, 
which will result in taxability to him. 

If the lawyer does this adequately and 
the client still desires to be the sprin- 
kling trustee, the lawyer can feel he has 
done his job. Normally, a grantor can 
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be convinced that it would be inadvis- 
able for him to act as trustee. The client 
then usually makes the next suggestion, 
“Why not make my son the trustee? The 
trust is primarily for his benefit anyway, 
so we'll make him trustee and let him 
distribute the income to himself or his 
children, as he sees fit.” This suggestion 
will only create further problems. In- 
come will be taxed to the grantor if the 
beneficial enjoyment of the corpus is 
subject to a power of disposition exer- 
cisable by him.‘ There are certain ex- 
ceptions to this general principle. but its 
application extends to non-grantors as 
well as to grantors. 


Tax Problems 
of Non-Grantor 


The field of the taxability of non- 
grantors is quite controversial and defin- 
ite answers to questions in this area will 
to a great extent determine how exten- 
sive the use of the sprinkling trust will 
be in the future.* Section 678 states that 
if a person other than the grantor has a 
power exercisable solely by himself to 
vest the income or the principal of the 
trust in himself, he will be treated as the 
owner thereof and will be taxable there- 
on. 


It is apparent that if a member of the 
class of beneficiaries is named as trus- 
tee, limitations must be imposed on his 
power to sprinkle income. The mere 
right to sprinkle to himself is the basis 
of the taxability to the trustee benefici- 
ary. He is treated as the owner of the 
income because of the power he possess- 
es to take the income for himself. 


From a literal reading of Section 678, 
there can be no restriction limiting the 
non-grantor’s power to vest the principal 
or income in himself which would be 
sufficient to prevent him from being 
treated as the owner. Therefore, case law 
must be examined for a thorough under- 
standing of what type of restriction 
might preclude taxability to the non- 
grantor. 

Recent court decisions relating to ac- 
ceptable standards relieving the non- 
grantor from taxable consequences have 
been extremely favorable to the taxpay- 
er.” In all these cases, the trustee was a 
beneficiary who had the right to sprin- 
kle income to himself as well as others. 
The standards which were nebulous or, 
in some cases practically non-existent, 

7Corliss v. Bowers, 281 U.S. 376. 

SWinton, “Tax Dangers for Non-Grantors of 


Trusts for Support of Dependents,” 94 TRUSTS AND 
ESTATES 196. 

®*Funk v. Comm., 185 F. 2d 127; Oppenheimer v. 
Comm., 16 T.C. 515; Falk v. Comm., 15 T.C. 49 aff’d, 
189 F. 2d 806; May v. Comm., 8 T.C. 860; Smither v. 
United States, 108 F. Supp. 772 aff’d United States 
v. Smither, 205 F. 2d 518. 


were applied by the court for the bene- 
fit of the taxpayer. 


In the Funk case, the standard pur- 
portedly established to guide the trus- 
tee-wife were the needs of herself and 
her husband, and she was to be the sole 
judge of their required needs. In Oppen- 
heimer, the daughter-trustee was author- 
ized to sprinkle the income among her- 
self and other members of the class of 
beneficiaries in such proportions as she 
determined in her absolute and uncon- 
trolled discretion. The only mention of 
a standard was a short introductory 
paragraph stating that the grantor’s in- 
tention was to provide for the proper 
maintenance and support of the benefici- 
aries. 

In these two cases, there was at least 
some effort to set forth some legally as- 
certainable standard in the trust instru- 
ment. That was not so in the Falk case. 
There, the trust provided that any in- 
come that the son did not allocate to 
certain other named beneficiaries was to 
become his own. The court allowed the 
introduction of the son’s testimony to 
establish that his father’s primary con- 
sideration in the drafting of the trust 
was a beneficiary’s support and welfare. 

In the May case, a trustee beneficiary 
was given the duty of allocating trust in- 
come for her own use, comfort, benefit 
and profit, and for her children’s educa- 
tional needs. Although the trustee bene- 
ficiary was to be the sole judge of the 
amount necessary for the education of 
her children, the court held that a suf- 
ficiently clear standard could be read in- 
to the trust instrument to relieve the 
primary beneficiary from adverse tax 
consequences. In the Smither case, a 
sole surviving executrix, in her unfet- 
tered absolute discretion, had a right to 
allocate income for her own support, 
maintenance, comfort and enjoyment, or 
for the support, maintenance, education, 
comfort and enjoyment of her children. 
The court held that the widow was not 
taxable on distributions she had made 
under the so-called established standard 
set forth in the trust instrument. 

The courts in these five decisions 
seem to have taken an equitable ap- 
proach in the tax field. This is indeed 
rare. Judges obviously not in accord 
with the taxation of non-grantors in the 
first instance have gone to great lengths 
to read into trust instruments legally as- 
certainable standards which will protect 
the taxpayer. The courts have taken the 
position that any expression of inten- 
tion, which could be enforced in a court 
of equity against a trustee, in the event 


(Continued on page 690) 
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0 YOU'VE DECIDED TO START A TRUST 

Department or activate a dormant 
one? Maybe your bank is relatively new 
in either a large or small community, or 
a well established commercial bank 
which, for some reason did not engage 
in trust business. Whatever the back- 
ground, a new, small Trust Department 
has the problem of investing the small 
accounts. 


Some would say any account under 
$100,000 is a “small” account. Let’s 
compromise and say that it means those 
under $25,000. To a large active Trust 
Department, perhaps all small accounts 
are “problems” in one sense or another; 
but to a new operation the small ac- 
counts are your very beginning — the 
opportunity to show your substantial 
customers and your directors, that you 
know what you are doing — that you 
are operating a functioning department. 
Administration of these accounts is Ex- 
hibit A as to why prospects should set 
up a trust account or name you execu- 
tor, and can recommend you to others. 
Once you’ve obtained these small ac- 
counts you naturally want to do the 
best job possible, administratively and 
investment-wise. 


The Common Trust Fund never had a 
better application: The equitable, col- 
lective investment vehicle for small ac- 
counts which, as it grows, will constitute 
a large, widely diversified investment 
portfolio. Larger and larger “small ac- 
counts” will be added as acquired until 
one day your trust investment commit- 
tee will be approving the admission of 
accounts up to $100,000 in size. Then 
our definition of “small accounts” 


have changed. 


will 


Basie Facilities 


In making a decision to start a Com- 
mon Trust Fund, there are four basic 
hurdles to overcome. Regulation F of 
the Federal Reserve System and _ state 
laws are the basic references. As a s‘art- 
ing point also review pertinent articles 
in TRusTs AND ESTATES, and study a 
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copy of the American Bankers Associa- 
tion text on Common Trust Funds, 
which includes a complete plan for the 
trust agreement. Make notes on how 
your fund would operate under the ABA 
plan. Chances are your correspondent 
bank will have a Common Trust Fund 
in operation and many years of experi- 
ence. A visit with them will pay its way 
in practical suggestions, forms, etc. 

From your notes, a “dry run” of 
sample entries and typical transactions 
should be made, to see if anything has 
been left out of your plan and to test 
the adequacy and practicality of your 
forms. Your counsel takes over at this 
point and the plan becomes your trust 
investment instrument. 

If your “dry run” was effective, you 
and your auditor should have no real 
administrative problems at the end of 
your first quarter. You will still have a 
lot of work, but not compared to indi- 
vidual handling of each account. With a 
good plan and forms, however, the 
quarterly administrative job will gradu- 
ally become routine. 

Your new trust officer may have a 
substantial investment experience back- 
ground — and you may have invest- 
ment men on your trust investment com- 
mittee. If so, you're fortunate! Most 
small Trust Departments are headed by 
men of more general experience, and 
adequate security analysis facilities pre- 
sent more of a problem. 

There are several approaches. Per- 
haps your correspondent bank will fur- 
nish an investment advisory service to 
you — either on a fee basis, or more 
likely on an additional bank balance 
basis. Particularly where the new Trust 
Department has men of some investment 
experience, this may well be the best 
answer, as you have the advantage of 
having the investment analysis work 
prepared and actually used by a large 
operating Trust Department. 

Another facility would be to retain 
one of the investment advisory services, 
such as Standard and Poor’s, Moody’s, 
or smaller private investment counsel- 


ling firms. Fees are based on your par- 
ticular requirements. Still another 
source of investment analysis is found 
in the unique Studley, Shupert Trust 
Investment Council. For a basic, modest 
annual membership fee, your bank be- 
comes a council member and receives a 
Guidance List of Approved Securities, 
detailed analytical figures for every 
company whose stock is on the list and 
periodic reviews of each stock. Individ- 
ual account inquiries are invited, and 
when inquiries are received by the com- 
pany which involve answers of wide- 
spread interest, all council members are 
sent a copy of the analysis. 

Just which type of service fits best 
into your requirements will govern your 
choice: the important point is that there 
are adequate investment analysis facili- 
ties available at reasonable cost to the 
smallest or newest of Trust Departments. 


Obtaining the Initial Accounts 


For the new Trust Department, this 
is a “chicken-or-the-ege-first” problem. 
Regulation F says no one account can 
be more than 10% otf your Common 
Trust Fund, so as a practical minimum 
you should have at least 15 to 20 bona- 
fide trust accounts, with a balance of 
cash so not to violate the 10% require- 
ment. During your preliminary plan- 
ning period, prospective accounts for 
your Common Trust Fund can be in- 
vested in short-term Treasury Bills. As 
for initial size of the fund, perhaps 
$100,000 should be considered mini- 
mum, though you will want to see con- 
siderably more in the next couple of 
years. Probably the best way to launch 
your Common Trust Fund program is 
to first obtain support from your Board 
of Directors. If they understand the 
need of the fund as an investment ve- 
hicle for smaller accounts and how it 
can help your trust operation grow, you 
can probably sell them on the idea of 
creating living trusts, funded with cash, 
to fill a need in their family estate plans. 
and simultaneously create enough ac- 
counts to get your Common Trust Fund 
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Employee benefit planning receives the personal 
attention of senior officers at this Bank. 


Your inquiry is invited. 
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in operation. Specific examples of ap- 
plications include grandchildren’s trusts, 
short-term trusts, life insurance trusts, 
etc. Need it be pointed out that this can 
also be the big stepping stone to the 
executor appointment by your director? 

One Fund or Two? Much has been 
written recently about the comparative 
features of operating one fund, invested 
in both fixed income securities and com- 
mon stocks, or two funds, one invested 
solely in fixed income securities and 
one solely in common stocks. From the 
point of view of the new or small Trust 
Department, the single fund has the ap- 
peal of less work involved, initially and 
continually. One fund can always be 
divided into two at a later date when 
it has grown in size. On the other hand, 
the Department has a selling job to do 
to get started and grow. The two funds 
give you a very flexible operation for 
individual account management, which 
has sales appeal in soliciting accounts. 
Get advice on this from your corre- 
spondent bank, and from other banks 
which have had experience with each 
type of program. 


Directors Launch the Program 


As you may have surmised, the writer 
is using his own experience. Our com- 


mercial bank resources are in the forty 
millions, which is relatively small in 
our Reserve City community of about 
400,000. The commercial bank has been 
operating since 1916, but it was the 
summer of 1958 before our Trust De- 
partment was started — “from scratch.” 
A Common Trust Fund program was 
high on the list of musts and it became 
operational on June 1, 1959. Trusts 
AND EstaTEs editor, Chris Luhnow, 
played a part in this project, speaking 
to our Board to arouse initial interest. 
Many of our directors did establish 
trusts as suggested above, enabling us 
to get the program going at an early 
date, and also showing them that they 
have in reality a modern, complete 
Trust Department, able to compete suc- 
cessfully for all trust business. 

We decided on using two funds, call- 
ing them our “Twin Funds” in adver- 
tising media. We are members of the 
Studley, Shupert Trust Investment Coun- 
cil, which has provided adequate invest- 
ment analysis assistance for our Invest- 
ment Committee. For the new Trust De- 
partment, the logical time to give con- 
sideration and planning for a Common 
Trust Fund program is in the beginning. 
It has proven to be a practical and use- 
ful device to solve the “small account” 
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investment problem, to provide a “rec- 
ord” and also to help that new depart- 
ment grow! 


A AA 


Publicising a New 
Common Trust Fund 


When the “Twin Funds” were estab- 
lished at Southern Bank & Trust Co., 
Richmond, Va., as described in the fore- 
going article, one of the immediate prob- 
lems was to familiarize the public with 
the advantages of even small trust funds 
and of investing them in Common Trust 


Funds. 


An advertisement was placed in the 
local papers headed “You don’t need a 
Million Dollars to set up a trust for 
yourself and your family at Southern 
Bank & Trust Company.” The ad ex- 
plained that the Twin Funds had been 
set up “so that we might be even better 
equipped to handle trusts of all sizes.” 
After describing the funds briefly, the 
ad continued, “Now, in addition to in- 
vestment diversification, our trust ac- 
counts —- NO MATTER HOW SMALL — 
gain investment flexibility.” Each ac- 
count, the ad points out, can be invested 
with the most appropriate proportions 
of fixed income securities and common 
stocks, or entirely in one or the other. 
“It is the policy of our Trust Depart- 
ment to cooperate fully with attorneys, 
accountants, and life underwriters.” 


To assist those who might make in- 
quiry, and to reach prospects on the 
mailing list, the Trust Department also 
prepared a folder on the same theme 
as the advertisement. Since more space 
was available, and a certain amount of 
interest could be expected from the 
reader, the folder described four differ- 
ent kinds of trusts, as well as the Com- 
mon Trust Funds, described as “Mil- 
lion Dollar Care for modest trusts at 
low cost.” The reason for two funds. 
the method of operating them, and how 
the investments are selected all receive 
comment in the folder. A special box 
item makes clear to the reader that these 
Twin Funds are not to be confused with 
open end or mutual investment trusts. 


A A A 


e The annual week-long banking school 
conducted for correspondent banks by 
Mellon National Bank & Trust Co. this 
year included 51 bankers from 9 states. 
A brief introduction to trust services is 
part of the curriculum. 


A AA 
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_.. are serious matters, too... that’s why so many attorneys turn to the 
Trust Department of The Chase Manhattan Bank for assistance in planning 
estates, trusts, or escrows. You'll always find The Chase Manhattan cooper- 
ative and helpful, and hundreds of attorneys each year enjoy close working 
relationships with the bank’s trust officers. Why don’t you talk to the people 


at The Chase Manhattan? 


THE CHASE MANHATTAN BANK 


CHARTERED IN 1799 


Head Office: New York 15, N. Y. 


Member Federal Deposit Insurance Corporation 
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Stock Bonus Plans 


Two-Way Advantages for Small Banks 


WM. DAVID WEBB 


Assistant Vice President, Jenkintown (Pa.) Bank and Trust Company 


TOCK BONUS PLANS DO NOT ENJOY 
S the same popularity in banking that 
has been won by pension and profit 
sharing plans. Yet in the proper circum- 
stances a stock bonus plan can produce 
outstanding results for both employees 
and stockholders. In a stock bonus plan 
the trustee, acting for the benefit of the 
employees, purchases stock of the em- 
ployer under an agreement whereby 
payment is made periodically out of 
contributions from the employer and 
dividends on the stock already owned 
by the trustee. Stock bonus plans re- 
ceive the same preferred tax treatment 
given pension and profit-sharing plans, 
i.e., contributions by the employer are 
tax deductible, the plan pays no tax 
upon its earnings, and employees pay 
no tax until the stock is actually dis- 
tributed to them. 


The unique aspect of stock bonus 
plans lies in the benefits available to 
stockholders in addition to the normal 
benefits that flow to stockholders from 
good employee relations, Under a stock 
bonus plan, stockholders may sell part 
of their stock to the trustee at a price 
which fully compensates them. This ar- 
ranged market for the bank stock can 
be very advantageous. 


For stockholders who face an estate 
planning problems, a stock bonus plan 
enables them to sell part of their stock 
in the bank. Their estate thereby ob- 
tains needed cash and the sticky prob- 
lem of fixing the estate tax valuation 
on their remaining shares is also re- 
solved. While the Internal Revenue Ser- 
vice is not bound by the price fixed in 
the purchase-sale agreement between 
the trustee and seller, it will probably 
accept it. The effect of the stock bonus 
plan is to reduce corporate earnings 
since the employer’s contribution is tax 
deductible. The reduction in earnings 
supports the lower valuation of the bank 
stock claimed by the estate. It is doubt- 


This article, written at the request of the editors, 
is based upon a thesis submitted in partial fulfil- 
ment of the requirements of the Stonier Graduate 
School of Banking, A.B.A. 
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ful whether stockholders could ever suc- 
cessfully sell a substantial quantity of 
their shares without depressing the 
price, since the market for stock in a 
small bank is usually quite thin. 

In certain areas of the nation, small 
banks have been merged at a rapid 
rate, partly because some stockholders 
have desired to increase the liquidity of 
their estates by exchanging their shares 
for those of a larger bank whose stock 
is traded more actively. If these stock- 
holders can sell their stock to the trus- 
tee of a stock bonus plan, the attractive- 
ness of the offers made by the large 
banks is reduced, and the trend of bank 
mergers which has been eliminating 
small banks will be slowed down. 

If the stockholders selling stock to 
the trustee are also on the payroll of 
the bank, they will receive in their ca- 
pacity as employees part of the stock 
sold to the stock bonus plans. In many 
small banks, the modern day separation 
between ownership and management has 
not occurred. The major stockholders 
are active as salaried officers. Since in 
the typical stock bonus plan, the stock 
benefits are distributed among employ- 
ees in proportion to salaries paid, these 
managerial employees will usually re- 
ceive most of the stock distributed. As 
sellers, the stockholders pay capital gain 
rates on their profit. As employees, they 
pay no income tax until the shares are 
actually distributed to them. 

For stockholders who are not employ- 
ees as well, the cost of the bank’s con- 
tribution to the plan may be more than 
replaced by the incentive given to em- 
ployees to cut costs and increase profits 
to benefit themselves as stockholders. 

Despite these unique advantages, 
stock bonus plans enjoy only limited 
use, probably because of ignorance of 
their potentiality and of human reluc- 
tance to relinquish control prior to 
death. However, a stock bonus plan 
does not require any loss of control be- 
cause only a minority interest need be 
sold to the trustee. The stock purchase 
can be on the basis of a block of stock 


with no delivery of any shares until the 
block has been paid for in full. 

Five-year tenure may be required of 
employees to be beneficiaries of the 
plan, and distribution by the trustee of 
the actual shares can be postponed by 
delayed vesting. For example, one tenth 
of an employee’s share could be distrib- 
uted annually beginning ten years after 
the stock had been purchased. Distribu- 
tion of stock to employees who leave 
the bank’s employ may be withheld un- 
til age 65. Such employees may be re- 
quired to accept the fair market value 
of their share in lieu of the stock. As 
long as these restrictive provisions do 
not discriminate by giving greater bene- 
fits per salary earned to managerial em- 
ployees, officers, or employees who are 
stockholders, the Internal Revenue Ser- 
vice does not object. 


Preparing Plan for Approval 


Comprehensive Treasury regulations 
such as cover pension plans do not ex- 
ist for stock bonus plans. Consequently. 
the approval of the plan by the Internal 
Revenue Service should be obtained be- 
fore putting the plan in operation. Dis- 
crimination is the chief concern of the 
Service, and while the Code provides for 
the integration of Social Security bene- 
fits with stock bonus plans, any attempt 
to do so will probably cause the Service 
to find the plan objectionable. A simple 
allocation of benefits on the basis of 
salary, as long as salaries are reason- 
able, should gain approval. Any formula 
which attempts to give stock bonus 
benefits on the basis of past service as 
well as salary must be very carefully 
scrutinized to avoid prohibited discrim- 
ination. 

If a future rather than an immediate 
purchase of bank ‘stock is contemplated. 
the trust establishing the plan may re- 
quire the approval of the eventual stock 
purchase price by the Internal Revenue 
Service. If delays arise in securing ap- 
proval, the plan may be set up as a 
profit-sharing plan with the trustee au- 
thorized to invest in and distribute the 
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bank’s stock. Once practical problems 
like persuading sellers to part with bank 
stock have been overcome, and the 
terms of sale agreed upon, the complete 
approval of the Internal Revenue Service 
may be obtained. 

The purchase-sale agreement poses 
certain issues, e.g., is the stock to be 





NEW YORK 


bought share by share or in a block?, 
how many years will the trustee have to 
make payments?, what happens if the 
trustee defaults and how shall the sales 
be allocated among the selling stock- 
holders? The services of an attorney are 
clearly indicated. 

The same limit on the bank’s contrib- 





Business Established 1818 


BROWN BROTHERS HARRIMAN & Co. 


Bankers 


BOSTON PHILADELPHIA 


ution to profit-sharing plans of 15% 
of compensation paid to participating 
employees applies to stock bonus plans. 
The total employer contribution to pen- 
sion plans and profit-sharing or stock 
bonus plans is limited to 25% of total 
compensation paid. The contributions 
by an employer to a stock bonus plan 
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Statement of Condition, June 30, 1960 


ASSETS 


STATE, MUNICIPAL AND OTHER 
PUBLIC SECURITIES . 


OTHER MARKETABLE SECURITIES 
LOANS AND DISCOUNTS 


OTHER ASSETS. 


DEPOSITS 


ACCRUED INTEREST, EXPENSES, ETC. 
CAPITAL 


CASH ON HAND AND DUE FROM BANKS 


U.S. GOVERNMENT SECURITIES AND SECURITIES 
GUARANTEED BY THE U.S. GOVERNMENT 


CUSTOMERS’ LIABILITY ON ACCEPTANCES 


LIABILITIES 


ACCEPTANCES: LESS AMOUNT IN PORTFOLIO 


$ 4,000,000.00 


$ 68,687,453.02 
41,455,119.94 


37,238,751.04 
5,149,463.85 
78, 140,421.87 
19,478,462.27 
3,461,176.04 
$253,610,848.03 











$211,616,223.99 
22,367,255.41 
782,085.09 








Limited Partners: GERRY BROTHERS & CO. e 


SURPLUS 14,845,283.54 18,845,283.54 
$253,610,848.03 
$600,000 U.S. Government Securities pledged to secure public deposits as required by law. 


Partners: 

ELBRIDGE T. GERRY 
E. R. HARRIMAN 
FRANK W. HOCH 
STEPHEN Y. HorD 


Licensed as Private Bankers and subject to examination and regulation by the Superintendent of Banks of 
the State of New York and by the Department of Banking of the Commonwealth of Pennsylvania. Subject 
to supervision and examination by the Commissioner of Banks of the Commonwealth of Massachusetts. 


In Illinois the facilities of the Firm are limited to Investment Advisory and Brokerage Service. 


R. L. IRELAND, III 
F. H. KINGSBURY, JR. 
ROBERT A. LOVETT 
JOHN B. MADDEN 


W. A. HARRIMAN 








THOMAS MCCANCE 
L. J. NEWQUIST 

L. PARKS SHIPLEY 
JOHN C. WEST 
KNIGHT WOOLLEY 








Inquiries are invited from Trust Officers with regard to our 
Investment Advisory and Brokerage facilities. 


Seetiie Pulte Library 
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need not be tied to profits; however, it 
is more practical to use a formula which 
eliminates contributions in poor years 
or when expenditures for buildings or 
equipment is high. 

Employees may be required to con- 
tribute towards the purchase of stock 
in their behalf. Even though employees 
can contribute only taxed dollars, any- 
one seeking to own bank stock ought 
to be willing to pay for it. 

Except to the extent an employee con- 
tributed to the stock bonus plan, he is 
taxed at ordinary income tax 1ates on 
any stock distributed to him while still 
employed by the bank. Capital gains tax 
treatment is available if the employee 
has died, retired or changed employ- 
ment so long as all of his stock is dis- 
tributed to him or his estate within one 
taxable year. Any unrealized apprecia- 
tion in the stock between the price paid 
by the trustee and the market price at 
the time the trustee distributed to a 
retired or former employee or his estate, 
escapes taxation. In this respect, stock 
bonus plans are unique. 

In the right situation, a stock bonus 
plan can produce large benefits to the 
stockholders and career employees of 
a small bank. In addition, the nation 
will benefit by having the ownership 
and control of small banks remain in 
the hands of local owners and experi- 
enced employees. 

A AA 
NEW PBA OFFICIAL 

Bruce M. Hassin- 
ger has been ap- 
pointed associate 
secretary of the 
Pennsylvania 
Bankers Associa- 
tion Trust Division. 
Hassinger will as- 
sume chief respon- 
sibility as the PBA 
staff liaison man 
the Trust Division. 





BruCE M. HASSINGER 


for all activities of 





The 168 students line up for the official photograph of the 1960 Pennsylvania Bankers 
Association Trust Training School at Bucknell University, Lewisburg, June 19-24. Registra- 
tion included 35 women. 





Pennsylvania Trust Schoo! 
Covers Trust Operations 


More than 175 bankers attended the 
fourth annual Pennsylvania Bankers As- 
sociation Trust Training School held 
June 19-24 at Bucknell University in 
Lewisburg. The student body included 
35 lady bankers, and 12 registrants from 
outside the state. There were 35 grad- 
uates who attended the School for the 
past three years, receiving basic instruc- 
tion in trust operations, inyestments and 
administration, and trust development 
and taxation. The 16 faculty members 
are all associated with Pennsylvania 
banks and trust companies. Director of 
the school is William Gauer, vice presi- 


dent of Fidelity-Philadelphia Trust Co. 


Starting the second three-year cycle, 
the 1960 School presented subjects in 
the field of trust operations. 


Recording of Assets was discussed by 
Elmer A. Doege, vice president and trust 
officer, Western Pennsylvania National 
Bank, McKeesport, who explained how 
to place a fair value on each of the dif- 
ferent kinds of assets in order to permit 
distribution to the parties in interest. 











OUR TRUST DEPARTMENT 


a complete personal 
and corporate trust service 


BALTIMORE NATIONAL BANK 


Member Federal Deposit Insurance Corporation 


offers you 


in Maryland 
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Accounting Systems — of special im- 
portance in a business which has a low 
ratio of profit possibilities to potential 
liability — were presented by F. Leon 
Minker, senior trust officer, Berks Coun- 
ty Trust Co., Reading. 

The history of Common Trust Funds 
was reviewed briefly by John Rial, vice 
president and trust officer, First National 
Bank, Greensburg. He noted that once a 
fund is started, the anticipated difficul- 
ties “disappear and the bank is able to 
serve its trust customers better and at 
lower cost with this modern tool for 
trust investment.” Under the general 
topic of /nsurance, the coverage needed 
by a fiduciary for unimproved and im- 
proved real estate, automobiles, and val- 
uable jewelry, furs, silver, antiques and 
objects of art, was explained by G. E. 
File, assistant real estate officer, Fidelity- 
Philadelphia Trust Co. 

How to keep out the paper work that 
is not necessary was the problem to 
which Albert G. Kay, assistant trust of- 
ficer, Philadelphia National Bank, ad- 
dressed himself in his lecture of Filing 
Systems, Dockets, Ticklers. The ultimate 
objective in the view of the trust cus- 
tomer is to receive his income from the 
trust in full and on time, Paul A. Carr, 
trust officer, Girard Trust Corn Ex- 
change Bank, Philadelphia, stated in his 
talk on Remittance Systems and Distri- 
butions. Audit Controls are essential to 
“every trust department regardless of 
size,” Paul D. Williams, vice president 
and auditor, Fidelity-Philadelphia Trust 
Co., told the School, because of the pos- 
sible liability and the effect of defalca- 
tions on public confidence. 

The advantages and disadvantages of 
real estate as a trust investment were 
discussed by Herbert O. Frey, retired 
vice president, First Pennsylvania Bank- 


ing & Trust Co., Philadelphia. 
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IRVING TRUST COMPANY 


NEW YORK 
STATEMENT OF CONDITION, JUNE 30, 1960 























ASSETS 
Cash and Due from Banks . . $ 566,299,927 
Securities: 
U. S. Government Securities 262,808,982 
Securities Issued or Underwritten 
by U. S. Government Agencies . 27,225,085 
Stock in Federal Reserve Bank . 3,465,750 
Other Securities. ........ 9,964,264 
303,464,081 
Loans: 
Loans Guaranteed or Insured 
by U. S. Government 
or its Agencies . : 32,456,665 
Loans Secured by 
U. S. Government Securities . 18,601,974 
ee Ss. + od a ew 6 Oe 8 853,386,488 
904,445,127 
Mortgages: 
U. S. Government Insured 
F.H.A. Mortgages .... 33% 16,426,166 
Conventional First Martéages 
on Real Estate . ; 48,625 
16,474,791 
Banking Houses and Equipment . . 21,342,674 
Customers’ Liability for 
Acceptances Outstanding .... 67,075,133 
Accrued Interest and 
Clier Bases. . 2 we es 8,334,413 
Total Assets...... $1,887,436,146 
LIABILITIES 
Deposits . . $1,646,999,215 
Taxes and Other Benenene 14,625,420 
Dividend Payable July 1, 1960 . 2,122,416 
Acceptances: Less Amount in 
ae a awe oe OOO 69,982,593 
Other Liabilities . 7,754,884 
Total Liabilities . 1,741,484,528 


CAPITAL ACCOUNTS 





Capital Stock (5,306,040 shares—$10 par) 53,060,400 
Surplus . ‘ emt 62,463,120 
Undivided Profits 30,428,098 

Total Capital Aevuiiaths. 145,951,618 





Total Liabilities and 


Capital Accounts. . $1,887,436,146 








U. S. Government Securities pledged to secure deposits and for 
other purposes amounted to $ 148,479,210 





DIRECTORS 


GEORGE A. MURPHY 
Chairman of the Board 


WILLIAM E. PETERSEN 


President 





THOMAS C. FOGARTY 
President, 
Continental Can Company, Inc. 
I. J. HARVEY, JR. 
Chairman, The Flintkote Company 
ROBERT C. KIRKWOOD 
President, F. W. Woolworth Co. 
DAVID L. LUKE 
President, West Virginia 
Pulp and Paper Company 
J. R. MacDONALD 
Chairman and President, 
General Cable Corporation 
W. G. MALCOLM 
President, 
American Cyanamid Company 
JOHN W. McGOVERN 
President, 
United States Rubber Company 
MINOT K. MILLIKEN 
Vice President and Treasurer, 
Deering, Milliken & Co., Inc. 
DON G. MITCHELL 
President, General Telephone & 
Electronics Corporation 
ROY W. MOORE 
Chairman, Canada Dry Corporation 


PETER S. PAINE 
President, 
New York & Pennsylvania Co., Inc. 
LeROY A. PETERSEN 
President, Otis Elevator Company 


DONALD C. POWER 
Chairman of the Board, 
General Telephone & Electronics 
Corporation 
RAYMOND H. REISS 
President, 
Reiss Manufacturing Corporation 
E. E. STEWART 
Chairman of the Board 
and Chief Executive Officer, 
National Dairy Products Corporation 
RICHARD H. WEST 


Chairman of the Executive Committee 


FRANCIS L. WHIFMARSH 
New York, N. Y. 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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New home for a 
great tradition 


Our new 23-story addition at 
Clark and Monroe Streets will 
soon be completed. Here in 
Chicago’s newest large bank- 
ing home, the Harris tradition 
of personal service continues. 





















































STATEMENT OF CONDITION 


June 15, 1960 


RESOURCES 
Cash on Hand and Due from Banks.. .$181,784,500.67 


U. S. Government Securities........ 124,156,843.97 








State and Municipal Securities...... 57,974,540.63 
Other Bonds and Securities. ........ 3,088,477.28 
Loans and Discounts... . ... 2. sic ce 376,947,136.90 
Federal Reserve Bank Stock........ 1,320,000.00 
Customers’ Liability on Acceptances. . 32,427.20 
Accrued Interest and Other Resources. 3,972,296.79 
ROME EINES 5 ob aces Sse s omeweans 12,000,000.00 
=| ee ae are $761,276,223.44 
LIABILITIES 

Demand Deposits. . $595,694,943.66 

Time Deposits..... 98,914,226.75 
SN an aah kaa mira eek $694,609,170.41 
Dividend Payable July 1, 1960...... 550,000.00 
MANN TIEN 5.5/5 5a bond! dustelsbon.e %16ce waves ok 32,427.20 
Reserves for Taxes, Interest, etc..... 9,220,179.60 
General Contingency Reserve....... 5,000,000.00 

Go a ae a $ 22,000,000.00 

Carre 22,000,000.00 


Undivided Profits. . 7,864,446.23 





51,864,446.23 
PS 64k once $761,276,223.44 





United States Government Obligations and Other Securities carried 
at $63,609,981 are pledged to secure Public and Trust Deposits 
and for other purposes as required or permitted by law. 


MEMBER FEDERAL RESERVE SYSTEM 
MEMBER FEDERAL DeEposit INSURANCE CORPORATION 
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EDWIN C. AUSTIN 
Sidley, Austin, Burgess & Smith 


BURTON A. BRANNEN 
Senior Vice President 


WESLEY M. DIXON 
Chairman of Board and 
President, Container Corporation 
of America 


ROBERT W. GALVIN 
President, Motorola, Inc. 


DAVID GRAHAM 
Financial Vice President 
Standard Oil Company (Indiana) 


NORMAN W. HARRIS 
Room 2003, Harris Bank Bidg. 


STANLEY G. HARRIS 
Chairman, Executive Committee 


RALPH F. HUCK , 
Chapman and Cutler 8 


CHARLES C. JARCHOW 

Chairman of Board Peers 
American Steel Foundries Ee 

WAYNE A. JOHNSTON visio 
President, Illinois Central Railroad = 
WILLIAM V. KAHLER 

President 
Illinois Bell Telephone Company 


EDWIN A. LOCKE, JR. ‘ 
President, Union Tank Car Company i 


ERNEST S. MARSH c 

President, The Atchison, Topeka and # 

Santa Fe Railway Company : 
JOHN L. McCAFFREY 

Director, American Telephone 
and Telegraph Company 


F. B. McCONNELL 
Director, Sears, Roebuck and Co. 


JAMES L. PALMER 
President, Marshall Field & Company : 
WILLIAM A. PATTERSON 
President, United Air Lines, Inc. 
CHARLES H. PERCY 
President, Bell & Howell Company 
JOHN G. SEARLE 
President, G. D. Searle & Co. 
DONALD P. WELLES # 
Senior Vice President 


FRANK H. WOODS 
President, Sahara Coal Company, Inc. © 


KENNETH V. ZWIENER 
President 
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Economics and Social 
Responsibilities Keynote 
Themes of GSB Session 


The banker must “see his larger role, 
and take some responsibility for broad 
social policies,’ Dr. Lewis Webster 
Jones, former president of Rutgers Uni- 
versity and president of the National 
Conference of Christians and Jews, told 
the graduating class of the Stonier Grad- 
uate School of Banking at Rutgers Uni- 
versity on June 24th. This year’s gradu- 
ating class numbers 313 bank officers 
and representatives of federal and state 
supervisory agencies from 36 states and 
the District of Columbia. 

“The Stonier Graduate School of 
Banking has led the way in a form of 
adult education which has been widely 
imitated,” Dr. Jones continued. “Your 
own lives and welfare of your communi- 
ties and your nation will be enriched by 
your work.” This is the 24th graduating 
class of the School, which was founded 
by the American Bankers Association in 
1935. Students attend three 2-week resi- 
dent summer sessions, complete two 
years of extension study at home, and 
write a thesis based upon original re- 
search which must prove acceptable to 
a panel of examiners. 

A senior class gift, presented to the 
University in the form of a contribu- 
tion to The Harold Stonier Memorial 
Library Fund, was accepted by Dr. 
Mason W. Gross, president of Rutgers. 
Diplomas were awarded by Everett D. 
Reese, chairman of the Board of Regents 
of the School, chairman of the board of 
City National Bank and Trust Co., 
Columbus, Ohio, and a former presi- 


dent of the A.B.A. 


Dr. E. Sherman Adams, director of 
the School, presented to Walter B. 


Juty 1960 


French, senior deputy manager of the 
A.B.A., an Award of Merit for 25 years 
of distinguished service to the School. 
Mr. French was graduated at the first 
commencement in 1937, and since then 
has been a member of the faculty. 


Dr. Gross conferred the honorary de- 
gree of Doctor of Humane Letters upon 
William Powers, registrar of the School 
since 1945. Mr. Powers, also a member 
of the first class and of the faculty since 
graduation, is senior deputy manager of 


the A.B.A. 


Dollar Key to 
International Liquidity 


Large foreign claims upon this coun- 
try’s gold stock are a sign of confidence 
in our currency on the part of foreign 
governments and central and private 
banks, rather than an indication of 
weakness or loss of competitive world 
trade position, said Dr. Marcus Nadler, 
professor of finance at New York Uni- 
versity, in the course of his Stonier 
Memorial Address before the student 
body. The altered international financial 
position of the United States is, at least 
in part, due to this country’s rehabilita- 
tion of free-world economies. 

Dr. Nadler emphasized that such close 
cooperation among industrial nations 
as has created the European common 
trade areas responds to conviction that 
economic nationalism plays into the 
hands of Communism. Reestablishment 
of an international money market opens 
new trade opportunities for our prod- 
ucts and technical assistance, while it 
imposes disciplines upon our leaders to 
maintain the value of the dollar. Current 
imbalance in the United States trade 
flow must be corrected through effort 
and ingenuity, not by tariff barriers and 
quotas which would merely negate the 


benefits of our past massive economic 
aid abroad. 

The speaker was at considerable pains 
to stress that potential international 
movements of gold and funds impose a 
restraining influence upon our acts in 
this country and that continuation of 
the adverse trend of the last two years 
would lead to loss of confidence in the 
dollar abroad and a reduction in inter- 
national liquidity, events which would 
be disastrous for the free world in its 
struggle against the Soviet bloc. 

Dr. W. W. Rostow, professor of eco- 
nomic history at the Massachusetts In- 
stitute of Technology, also told the stu- 
dents that two problems of the present 
decade were (1) alteration of the re- 
serve structure to eliminate or reduce 
the need for gold as a reserve base, 
especially for domestic purposes, leav- 
ing the precious metal to support the 
country’s balance of payments position, 
and (2) pressing need for central urban 
reconstruction. Vigorous private bank- 
ing action, he said, can play the domi- 
nant part in this latter area although 
government will also have a hand. Fol- 
lowing Dr. Rostow’s address, he parti- 
cipated with three other experts in a 
panel discussion on the subject of Eco- 
nomic Growth. 

Senator A. Willis Robertson of Vir- 
ginia in tracing the development of 
banking in the United States from early 
colonial times voiced his strong opposi- 
tion to political domination of the Fed- 
eral Reserve System. He also warned 
that the current lessening of inflationary 
psychology might prove only temporary 
and that with combined federal, state 
and local expenditures close to 30% of 
total output there is an ever-present 
temptation to finance additional activi- 
ties with monetized debt, which is out- 
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Students majoring in trust subjects at Stonier Graduate School of Banking pictured during luncheon break near Commons on Rutgers campus. 





right inflation. Restraint in both public 
and private sectors of the economy, he 
urged, must be stressed to protect the 
dollar vis-a-vis other international ex- 
change media. 

Another feature of graduation week 
was a panel appraisal of business pros- 
pects by Martin Gainsbrugh of the Na- 
tional Industrial Conference Board; 
Walter Hoadley, treasurer, Armstrong 
Cork Co.; Raymond Rogers of New 
York University; and Edward A. 
Wayne, first vice president, Federal Re- 
serve Bank of Richmond, acting as mod- 
erator. In summary, their opinion was 
that, given sound monetary and fiscal 





Members of 1960 Trust Com- 
mittee elected by Trust 
Major students: L. to R.: 
Craig W. Rosemond, First 
National Bank, Miami; Wil- 
liam W. Helms, First Trust 
Company, St. Paul; Cleve- 
land Thurber, Jr., Detroit 
Bank and Trust Co.; How- 
ard O. Wilson, Citizens Na- 
tional Bank, Los Angeles; 
and T. Russell Gray, Rhode 
Island Hospital Trust Co., 
Providence. 





policy, business should continue at high 
levels well into 1961 “and perhaps even 
longer.” 

Mr. Hoadley foresaw about 1,250,000 
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“The preparation of trust advertising copy 
requires an active working knowledge of trust 
services, estate planning, taxation, life insur- 
ance, and many types of business and financial 


problems. 


“The Purse Company staff has this specialized 
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ing material being correct — correct in fact, 
form and taste. Since I do not have time to 
check, revise and rewrite copy, I buy advertis- 
ing that does not require checking, revising 


and rewriting.” 


Reason enough, we’d say! But there 


is another reason — 
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ADVERTISING brings in new trust 


business. 


Write or telephone AMherst 7-1264, collect, 


for full information. 
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new homes this year and perhaps 1.3 
million in 1961, with government works 
and new plant construction moving 
ahead in volume. Family formations are 
starting to rise and millions of families 
are eager to move but costs are a bar- 
rier. A solution, he suggested, may be 
a “compact” house in lieu of the con- 
ventional high-priced home. 

Mr. Gainsbrugh looked for moder- 
ately better conditions in the second 
half of this year, continuing into next 
year, with GNP also moving upward. 
Plant and equipment outlays for 1960 
which have not yet been translated into 
action will probably be aided by the 
Reserve’s recent easing of money. 

Professor Rodgers was optimistic re- 
garding consumer spending, despite the 
low levels of the first four months, in 
large degree due to the lower unit price 
of motor cars. Government spending 
will hold firm also. He expressed opti- 
mism over the prospects of improving 
foreign trade for this country, with first 
quarter exports up 20%, despite foreign 
modernization, low labor costs and pro- 
ductivity, in large part because of our 
greater research expenditures for new 
products and services. 

The class of 1960 elected as its perma- 


nent officers: Pres. — David E. Gile, as- 
sistant vice president, Pittsburgh Na- 
tional Bank; Sec. — William Byron 


Black, Jr., vice president, Bank of the 
Southwest N.A., Houston. Logan Clarke, 
Jr., vice president of the National Shaw- 
mut Bank of Boston, was elected to a 
three-year term on the Board of Regents. 

The men in the trusts major elected 
the following committee to represent 
them for the 1961 session: Cleveland 
Thurber, Jr., assistant trust officer, De- 
troit Bank and Trust Co., chairman; 
William W. Helms, trust officer, First 
Trust Co., St. Paul; Craig W. Rose- 
mond, assistant trust investment officer, 
First National Bank of Miami; Howard 
O. Wilson, assistant trust officer, Citi- 
zens National Bank, Los Angeles; and 
J. Russell Gray, assistant trust officer, 
Rhode Island Hospital Trust Co., Provi- 
dence. 
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New York Trust Division 
Reports Activities 


The year’s activities of the New York 
State Bankers Association Trust Divi- 
sion were summarized for the 64th an- 
nual convention of the Association, held 
at Lake Placid June 16, by Robert M. 
Lovell, senior vice president, Hanover 
Bank, New York. Regional Spring Meet- 
ings in seven centers drew a total atten- 
dance surpassing all prior records, he 
said. In addition to bringing the trust- 
men together, these gatherings make pos- 
sible a discussion of problems and plans 
with invited guests including Surro- 
gates, Legislators and Bank Presidents. 
Tentative plans call for Manhattan to 
have its first such meeting next year. 

Six bills were enacted during the year 
which carry forward the reforms begun 
two years ago. As a result, New York 
residents now enjoy the common law 
rules relating to duration of trusts and 
accumulations. 

The Trust Division’s New Business 
School completed its seventh year with 
the graduation of 33 students and the 
Trust Administration School its second 
year with an attendance of 39. The fac- 
ulty of the latter included 5 lawyers, 9 
trustmen and 3 professors. 

A Committee assisted the Trust Divi- 
sion of the American Bankers Associa- 
tion in preparing and submitting to the 
Board of Governors of the Federal Re- 
serve System a proposed amendment to 
Regulation F that would remove the 
$100,000 limit now affecting participa- 
tions in Common Trust Funds. There is 
a growing trend toward special types of 
Common Trust Funds, Mr. Lovell stated 
— such as common stock or fixed in- 
come funds — and the present limita- 
tion restricts their effective use without 
serving any constructive purpose. 

The year’s prime objective was the 
substitution of the Full Prudent Man 
Rule for the present 35% restriction 





Students and Faculty at New York State Bankers Association Trust Division’s Trust New 
Business School, held June 6-10 at New York University. 





which applies to “legal trusts.” The bill 
was defeated twice in the Assembly, but 
in the second vote only four votes were 
lacking from the required plurality. The 
Division is carefully considering the 
main objections raised. Next year’s bill 
may have to contain a provision limit- 
ing stocks to those fully listed and reg- 
istered on a nationally recognized ex- 
change and to bank and _ insurance 
stocks. A more difficult question, Mr. 
Lovell observed, was whether to com- 
promise by attempting to increase the 
existing 35% limit to, say, 60% or 
65%. This might be acceptable if com- 
bined with other amendments designed 
to cure the problems inherent in all per- 
centage limitations. 

The Trust Division has announced the 
top awards for students at its 1959 Es- 
tate Administration School and Trust 
New Business School. The best thesis at 
the former was submitted by Harry S. 
Stotter of The Bank of New York, on 
the topic “Liabilities and Claims in the 
Administration of an Estate.” The best 
talk submitted to the other school — 
on the required subject “An Estate Plan 
for You and Your Family” was prepared 
by Courtney Crawford, assistant trust 
oficer of Tompkins County Trust Co., 
Ithaca. 








Students at N. Y. State Bankers Association Trust Division’s Trust Administration School, 


held June 20-24 at Rensselaer Polytechnic Institute, Troy. Trust Division Secretary Charles 
Lloyd is at left in front row. 


JuLy 1960 


Connecticut Trust Conference 


At the annual Trust Conference and 
Work Shop sponsored on May 4 by the 
Connecticut Bankers Association Trust 
Division in Cheshire, Rene A Wormser, 
New York attorney, spoke on “Estate 
Planning in 1960.” 

The afternoon session was divided be- 
tween two sets of discussion groups. One 
concentrated on Investments while the 
other, building on Mr. Wormser’s ad- 
dress of the morning, dealt with Estate 
Planning. Each of eight groups was un- 
der the guidance of a moderator. 









NEW HAVEN 


FOR OUTSTANDING 
TRUST SERVICE 
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e New Haven’s first Trust 
Company—90 years’ 
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e New Haven’s foremost 


Trust Company—trust funds 
in excess of $160 million. 


The Union &§ New Haven 
Trust Company 


Main Office: Church and Elm Streets 
New Haven, Conn. 
Members; Federal Reserve System 
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’M TOLD THERE ARE ABOUT 10,000 DE- 

ferred (to retirement) profit-sharing 
trusts that do not offer any life insur- 
ance benefits. 

It is of course a matter of opinion 
whether “the trustees of these plans are 
making a costly mistake,” as one life in- 
surance man I know contends; but I’ve 
been interested in the management think- 
ing of a corporation that has decided to 
put a third of its current profit-sharing 
contributions into life insurance for its 
more than 50 participating employees. 

This particular trust was established 
several years ago, with no provision for 
life insurance, and a member of the 
board of directors who voted for the 
change they are making said: “Whether 
he lives, dies, or quits, it is evident from 
the facts we’ve considered that every 
member of this plan will be better off 
with the life insurance than without it.” 

In that live-die-or-quit order, here are 
some of the facts I understand the direc- 
tors considered: 


Ir HE Lives:. The chances are most of 
the corporation’s employees will not have 
enough income, from social security and 
all other sources, to live comfortably 
after retirement. This was recognized 
when the plan was first set up, and the 
trust provided that a member’s share 
could be paid to him over a period of 
10 years. The revised plan adds mate- 
rially to the value of this income option. 

The life insurance company has 
agreed, as each insured member of the 
plan reaches 65, to sell a life annuity of 
$10 a month for each $1,000 of life in- 
surance in force at that time — and has 
guaranteed today’s price. 

At 65, the cash value of each employ- 
ee’s policy will cover part of the cost of 
his annuity, with the balance to be paid 
from his distributable share in the trust. 
If the employee does not want income, 
then the cash value of his life insurance 
will be added to whatever settlement is 
due him. 

This guarantee of the current price 
tag on annuities was considered an effec- 
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ESTATE SIDE OF LIFE INSURANCE 


CHARLES C. ROBINSON 


In collaboration with Institute of Life Insurance 


INSURANCE-TRUST MIX FOR EMPLOYEES AND PARTNERSHIPS 


tive inflation hedge. Since 1930, the cost 
of annuities has increased from 30 to 40 
per cent; and as people are living longer 
all the time, there is reason to expect 
further increases in the years ahead. The 
company’s treasurer said: “This annuity 
price guarantee is a little like a stock 
option — with perhaps a better chance 
of it showing a profit.” 


Ir He Dies: In addition to his accu- 
mulated share in the trust, the family of 
each insured member will have a sub- 
stantial income-tax free death benefit. 

The company had had an example of 
how important this benefit could be, 
shortly before the board reached its de- 
cision. One of their promising young 
executives had been killed in an auto- 
mobile accident. A member of the profit 
sharing plan for four years, he had 
about $3,000 to his credit. If the life in- 
surance had been in effect, however, his 
family would have been paid an addi- 
tional $12,000 — and they needed it. 

Incidentally, the president and one of 
this corporation’s controlling stockhold- 
ers says he is “getting a real bargain in 
life insurance.” The policies are all 
straight life, and if he bought the same 
amount on the same plan, paying for it 
out of his after-taxes income, it would 
cost him almost four times as much. I’m 
told some of the other senior officers are 
doing almost as well, and their annuity 
options are apt to be equally valuable. 


Ir HE Quits: After he has been in the 
plan long enough for his total vested in- 
terest to at least equal the cash value of 
his policy, if he leaves the company an 
employee can pick up a sizeable amount 
of life insurance, by simply paying the 
premiums from that time on. Often, too, 
the annual increase in the cash value of 
the policy he takes over will come close 
to equalling the year’s premium he pays. 

The cash value an employee takes as 
all or a part of his profit sharing settle- 
ment is a taxable long term capital gain; 
but one man’s reaction to this was fairly 
typical: “Ill trade a ham for a barrel 
of turkeys any day!” 











Benefits Big — and Little 


Though I’m reporting a single corpo- 
ration’s reasons for adding life insur- 
ance to its profit sharing trust, I think 
its situation is common enough for most 
of the factors to have general interest. 

Even in quite large trusts, a proper 
diversification of investments can be- 
come a tricky problem. This company’s 
directors decided that by putting a third 
of its contributions into straight life 
policies (most of which would eventual- 
ly be converted to annuities) they would 
introduce a guaranteed investment — 
one that would automatically give a 
worthwhile degree of diversification. 
This was considered an important ad- 
vantage. 

Administration costs and flexibility in 
the distribution of the trust’s assets is 
another problem. The company’s treas- 
urer reported: “I believe this move will 
definitely tend to reduce our administra- 
tive problems — whether a distribution 
is made at death, severance of employ- 
ment, or retirement.” 

In this particular corporation, I un- 
derstand that two of the senior officers 
may never retire, but are likely to re- 
main on salary as long as they live. If 
that’s the way it works out, their life in- 
surance, free of both income and capi- 
tal gains taxes, will give a sizeable 
boost to the net value of each man’s es- 
tate. 

The president thought these possible 
tax savings, if less spectacular, were apt 
to be even more important to men in 
lower income brackets, and the income 
tax saving on the insurance portion of a 
settlement should be at least 20 per cent 
— often more. “I’m delighted with the 
break this gives me,” he told the board, 
“but I think it’s an advantage that in- 
creases as you go down the salary line. 
To the family of a man who can’t leave 
them much, an extra fifth of a little may 
easily mean more than half of a lot.” 

Again quoting the treasurer’s report: 
“With this life insurance, we can round 
out our profit-sharing benefits, without 
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increasing our contributions to the 


trust.” 

A possible increase in employee loyal- 
ty and morale was considered, and I be- 
lieve definitely expected. I’m sure this is 
a factor, and one that is usually given a 
good deal of weight; but it is an area 
where it is difficult to measure results. 
When an employer makes a benefit plan 
bid for employee loyalty, his action 
bears a strong family resemblance to in- 
stitutional advertising: if it’s well done, 
the investment will probably pay-off — 
but customers won’t rush up to his 
counter to buy. 


The head of another company that 
has gone rather a long way in making 
fringe benefits available told me: “I 
think our people appreciate what the 
company is doing for them, but that isn’t 
why we’re doing it. We’re convinced that 
employee benefit plans, including a cer- 
tain amount of deferred compensation, 
are a sound investment for the business. 
We are not interested in making pa- 
ternalistic gestures to our employees.” 


A Widow — Neither Defenseless 
nor Poor 


I don’t know what proportion of all 
business life insurance sold is earmarked 
to fund buy-and-sell or stock retirement 
agreements, but I’d guess it to be a size- 
able slice of the total. Anyhow, a friend 
of mine who is active in a number of 
small businesses thinks it should be. 


“IT wouldn’t own any part of a closely 
held business,” he insists, “unless I had 
a leak-proof and fully funded agreement 
with the other owners that no stock 
could be retained by the heirs of any 
one of us who died.” Nor is he thinking 
about the heirs. “You can talk all you 
like about the poor, defenseless widow, 
and how she gets the worst of it,” he 
says, “but the only widow I ever tangled 
with was far from defenseless, and I was 
the one who wound up poor!” 


Here’s his story. Some years ago, he 
put a fair amount of money and a good 
deal of his time into getting a small 
manufacturing business off the ground. 
He owned control, and three active asso- 
ciates held the rest of the stock. There 
was some talk of an agreement to keep 
full ownership in the hands of the sur- 
vivors, but before they got around to do- 
ing anything about it, the youngest of 
the four owners was killed in an air- 
plane accident. Losing him was a bad 
break for us. He was a good engineer, 
and key to a lot of plans, but it wasn’t a 
circumstance to what happened next. 


Almost at once, the widow made it 
apparent she had ideas of her own about 
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how the business should be operated — 
and they did not include using any cur- 
rent profits to finance expansion. When 


‘the survivors insisted on running things 


their way, she took them into court. 
They eventually settled by buying the 
widow’s stock, for about double the fig- 
ure her husband would have asked — if 
they had gone ahead with their buy and 
sell agreement before he died. This in- 
flated price, plus delays and extra costs, 
almost forced them to liquidate what has 
since become a profitable business. 


Buying with Single-Taxed Income 


There are two obvious ways to keep 


a closely held business in the hands of 
active owners. The corporation can buy 
the stock of an owner who dies, or the 
survivors can buy out the heirs. 

There is a good deal of for and 
against, both ways; but I have the im- 
pression most men lean to the survivor 
buy-out solution. That way, a depleted 


surplus — whether due to demands of 
creditors or a temporary setback to the 
business — is not going to prevent the 


stock’s being picked up. Another factor 
that sometimes weighs in favor of a sur- 
vivor purchase: when a corporation buys 
back the stock of an owner who dies, 
though a survivor’s holdings are in- 
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CONDENSED STATEMENT OF CONDITION, JUNE 30, 1960 





ASSETS 

Cash on Hand andin Banks ........-. - -$ 222,467,486.73 
United States Government Securities. .... . 247,207,461.76 
State, Municipal and Other Securities .... . 98,514,516.47 
Stock of the Federal Reserve Bank ..... oo’ 3,300,000.00 
Loansand Discounts .......++s+es6 ea 838,749,989.53 
IE ce 6. 6 6 6 6 6 © + 8 Oe ni il 4,112,022.42 
Other Real Estate *¢@ ss. 6 * © 4 6 “eee 1.00 
OtherAssets. ccc cece cecccecrcecccece 6,603,326.73 

$1,420,954,804.64 

LIABILITIES 

Capital Stock ....++-+- $$ #£=%22,500,000.00 
Surplus ...-.«-c«ececee 87,500,000.00 
Undivided Profi ae 11,970,142.00 








DEPOSITS 


Commercial and Savings . 
Estates and Corporate Trust . 


- $1,245,853,853.61 


Capital Funds $ 121,970,142.00 





Accrued Taxes, Interest, etc. 
Other Liabilities . .. 





\. COMMERCIAL « 





37 ,988,914.19 
Total Deposits 1,283,842,767.80 
en 2s 10,157,400.63 
+8 4) 24 +e 6 8 OS 4,984,494.21 
$ 1,420,954,804.64 


United States Government Securities carried at $112,579,455.20 are pledged tosecure U.S. Govern- 
ment Deposits and other Public Funds and for other purposes as required or permitted by law. 





Assets are shown NET after deducting Valuation Reserves. 
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creased proportionately, his cost basis 
remains what it was; and this can have 
costly tax consequences if, later, he 
wants to sell his stock. 

However, when the owners of a busi- 
ness fund a buy and sell agreement by 
the criss-cross purchase of ‘life insur- 
ance on each other’s lives (often the only 
practical way to accomplish funding), 
there is a cost complication that in- 
creases in seriousness as the individual’s 
income tax bracket goes up. This be- 
cause each man’s premium obligation 
must be met out of his highly taxed per- 
sonal income; and if, as sometimes hap- 
pens, dividends must be declared to find 
the premium money, double taxation re- 
sults. 

I know of a few instances where this 
matter of money being taxed first to the 
corporation, and then to the individual 
stockholder, has forced the use of a 
stock retirement agreement, when a buy- 
out plan would have been much pre- 
ferred. Because this does happen, I’ve 
been much interested in a simple (and 
to me new) way to use corporate income 
for most of what it costs to fund an in- 
dividual buy-out with life insurance. 

Two men own, in equal shares, an in- 
corporated business that could probably 
be sold for $200,000. Each man has a 
cost basis of roughly $50,000. Neither 


man would want his family to keep his 
stock, if he died; and as each feels he 
would not want to continue the business 
alone, if his partner died, a buy-out plan 
that would increase the cost basis for the 
survivor was of course desirable. Both 
men, however, are in high income tax 
brackets and would have found it diffi- 
cult to pay premiums on the $100,000 of 
life insurance each purchased on the 
other’s life. 

What they did was assign the cash 
values of each policy to the corporation, 
and the corporation, in turn, agreed to 
pay that part of each annual premium 
that equalled the increase in cash value 
— the typical split premium arrange- 
ment. In the event of a death, the corpo- 
ration will get back the money it has 
advanced; but as participating policies 
were used, with the dividends purchas- 
ing additional insurance on a one-year 
term basis, there is every likelihood 
there will always be at least $100,000 
payable to the survivor, if one man dies. 

If there is a death, the survivor will 
pay the heirs $100,000 for their stock, 
and so increase his present cost basis of 
$50,000 to $150,000. Assuming that he 
then sells the business for $200,000, this 
increase will cut his potential capital 
gains tax by $25,000. 

As all of this is being accomplished 
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with a rapidly decreasing annual pre- 
mium cost to each man (after the first 
year or two, this cost will be much less 
than any term premium quoted today), 
there is a good foundation for some- 
thing the underwriter who sold the in- 
surance told me: “These men are not 
exactly eating their cake and keeping it, 
too, but they’re coming close to doing it 
— and with remarkably little financial 
pain.” 
A AA 


Adams Leaves A.B.A. 


E. Sherman Adams, deputy manager 
and director of economics & research of 
the American Bankers Association, has 
joined The First National City Bank of 
New York as a vice president on July 1, 
1960. He will be associated with senior 
management in general administration. 
Mr. Adams is also Director of The Ston- 





E. SHERMAN ADAMS HAROLD L. CHEADLE 


ier Graduate School of Banking at Rut- 
gers University. Mr. Adams is a grad- 
uate of Amherst College, received his 
M.B.A. from Harvard Graduate School 
of Business Administration and Ph.D. in 
Economics from New York University. 

Harold L. Cheadle, secretary of the 
Government Borrowing Committee and 
of the Committee for Economic Growth 
without Inflation of the A.B.A., was ap- 
pointed deputy manager and director of 
the Department of Economics and Re- 
search. Mr. Cheadle had been senior 
economist for the Federal Reserve Bank 
of Chicago before he joined the Asso- 
ciation last year. He is a graduate of 
Miami University, Oxford, Ohio, and 
has done graduate work in the School of 
Social Sciences and Public Affairs at 
American University, Washington, D. C. 
Mr. Cheadle will continue his work with 
the two committees. 


A A A 


e Ninety-four community foundations 
in the United States and Canada report 
assets having a total market value of 
$336,600,000, according to a survey 
published by the New York Community 
Trust — up $54,000,000 from the $282,- 
000,000 reported a year earlier by 85 
organizations. Grants made in 1959 rose 
to $11,444,187 ($10,005,634 in 1958) 
and have trebled during the past decade. 


TRUSTS AND ESTATES 





re- 
irst 
less 
y ) 9 
ne- 
in- 
not 


E32 
‘ial 


oer 

of 
nas 

of 
B® 
ior 
on. 
on- 





a” 














Morgan Guaranty 


OF NEW YORK 


Trust Company 


Statement of Condition June 30, 1960 


ASSETS 
Cash and due from banks 


U. S. Government obligations 


State, municipal and public securities 


Other securities 

Loans 

Customers’ acceptance liability 
Stock of Federal Reserve Bank 
Investment in subsidiary companies 
Bank premises . 


Other assets 


LIABILITIES 

Deposits 

Reserve for expenses and taxes 
Liability on, acceptances 
Dividend payable July 15, 1960 
Other liabilities 


Capital—7,540,000 shares—$25 par . 


Surplus 
Undivided profits 


Total capital funds . 


$ 870,492,763 
739,581,213 
144,206,361 

12,008,605 
2,160,63 1,427 
53,916,491 
12,750,000 
8,020,495 
25,596,649 


106,453,406 


$4,133,657,410 


$3,403,576,610 


40,904,847 

56,590,767 

7,540,000 

93,431,913 
$188,500,000 
236,500,000 
106,613,273 


931,613,273 


$4, 133,657,410 


Assets carried al $377,794,679 in the above stalement are pledged to qualify for 


fiduciary powers, to secure public monies as required by law, and for other purposes 
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Gains in Trust Department 
Earnings Reported by Ist, 
2nd, 11th Reserve Districts 


The Boston Federal Reserve Bank has 
conducted annual surveys of trust de- 
partment income and expenses since 
1947. About 60 banks have generally re- 
sponded in the survey and their aggre- 
gate trust income accounts for ?7).0xi- 
mately 80% of total esti:uated trust in- 
come of commercial banks in New Eng- 
land. 

Net earnings rose during 1959 in New 
England trust departments. Both income 
and expenses increased, but income 
showed a higher rate of growth. Total 
income rose 9% from 1958, compared 
to the increase of 8% the previous year. 
Expenses were up 6% from 1958, and 
compared with a 7% increase reported 
for 1958. 

Forty of the 55 participating banks in 
the survey reported profitable trust de- 
partment operations during the year. 
Two unprofitable trust departments each 
had income in excess of $200 thousand. 
The net loss experienced by some banks 
was due primarily to the volatile nature 
of estate income, which dropped 10% in 
total from 1958. This decline was re- 
ported by many profitable departments 
as well. 

Salary and wages have declined from 
73% of total expenses in 1947 to 56% 
in 1959. This decline in the ratio of per- 
sonnel to total expenses in trust depart- 
ments contrasts with the stable trend of 
the ratio for the total of all departments 
in commercial banks, as shown in the 
following tabulation: 


Ratio of salaries and wages to total expenses 
1947 1949 1951 1953 1955 1957 1959 
Trust Dept. 73 70 69 69 65 57 56 
Total Bank 46 49 50 48 48 46 46 
Salaries and wages for all reporting 
trust departments increased 5% during 
1959 as compared to 8% for all other 
expenses. 
This decline in the salary and wage 








TRUST DEPARTMENT INCOME AND EXPENSE 


Surveyed New England Banks, 1959 
(Amounts in thousands of dollars) 




















| 12 banks with trust | 33 banks with trust 
income cameden income from $20,000 
$500,000 in 195' to $5 
| Percent 
| Change Change 
| From From 
| 1959 1958 1959 1958 
a re Se ee 
Income | | 
Commissions and fees from: | 
Estates... : ..e+-| $ 3,296 | —10.9 $ 910 + 09 
Personal trusts.......... 13,970 | + 69 2,015 +13.3 
Pension trusts.......... 1,014 | +33.2 182 +28.2 
Personal agencies ...... 6,567 | +10.8 648 + 7.3 
Corporate trusts....... 523 —22.1 23 +43.8 
Corporate agencies..... __ 5,305 | +133 139 | +12.1 
Tetel...............] S9O0685 | + GS | $3,017 | + 96 
Expenses 
Salaries and wages....... $11,047 | + 5.8 $1,155 — 42 
MUI Sikta fiiwe'a:44 9'0'0i0 J + 7.1 636 — 45 
Other employees. ...... 7,180} + 51 §19 -— 3.7 
Other direct expense ..... 5,342 +12.1 592 | — 4.7 
No ee eee 3,478 | + 4.7 271 | — 8.1 
Wis iccatensasgue $19,867 | + 7.2 | $2,018 | — 49 




















INCOME AND EXPENSE OF TRUST DEPARTMENTS IN 1959 AND 1958 oF 90 BANKS IN NEW 
JERSEY, IN NEw YorK OvuTSIDE NEW YorK CITY AND IN FAIRFIELD, COUNTY, CONN. 


Commissions and fees from: 
a Aa 
Personal and Corporate Trusts __.-- 
Pension and Profit-Sharing Trusts ___- 
Personal and Corporate Agencies ____.. 


Total commissions and fees ____..... 
eee enero 


Net operating earnings _....-_»_»__ 
Allowed credits for deposits —_.-_______ 


Trust department net earnings ____...._____ 











Per cent 

1959 1958 change 
5,315,404 4,583,314 +16.0 
6,277,075 5,811,441 + 8.0 
475,914 426,855 +11.5 
4,455,551 3,873,050 +15.0 
16,523,944 14,694,660 +12.4 
14,495,101 13,159,629 +10.1 
2,028,843 1,535,081 +32.2 
2,014,789 2,147,262 — 6.2 
4,043,632 3,682,293 + 9.8 





rate was effected largely through normal 
clerical employee losses without replace- 
ment. The replacement of higher salary 
trust officers due to retirement has 
caused a declining rate of increase in 
salary expenses in several trust depart- 
ments. However, trust departments are 
competing with industry for future col- 
lege graduates to fill executive positions 
at the junior officer level. 

Expenses of New England trust de- 
partments prior to 1954 averaged from 
80% to 90% of trust income. A sharp 
rise in income in 1955, due to revisions 
in fee schedules, reduced expenses to 
about 75% of earnings. Since 1955, the 
trust expense ratio has averaged higher 
than the ratio of total operating expenses 
to total operating earnings of commer- 
cial banks in New England. Although 
cost control is important to potential 
profit, the high volume departments with 
the larger income-expense ratio consis- 
tently report profitable operations each 
year. 


Second and Eleventh Districts 
The 121 reporting banks in the 7th 


annual survey of trust department in- 
come and expenses conducted by the 
Federal Reserve Bank of New York re- 
ceived $138 million in commissions and 
fees for 1959 representing a gain of 
21.3% over 1958. The Federal Reserve 
Bank of Dallas has reported 1959 trust 
earnings for all member banks in the 
11th District at a level of $9 million, al- 
most 12% above 1958. Net earnings 
(after allowed credits) in the 2nd Dis- 
trict were $46.7 million for ten New 
York City banks (up 21.0%) which ac- 
counts for 90% of City total for mem- 
ber banks, and $4 million for 90 banks 
outside New York City (up 9.8%). 

The dollar total in the 2nd District 
represents a sizable increase to another 
new high, but the rate of growth was 
substantially below that of 1958, the sur- 
vey stated. Annual comparisons are 


drastically affected by “allowed credits 
for deposits” which more than doubled 
in 1958 and were reflected in an un- 
usually high rate of interest shown for 
trust department net earnings for that 
year. The average rate of allowed credit 
in the various classifications of 2nd Dis- 
trict banks varied from 1.83 to 3.40, and 
in the 11th District — among the 22 
banks that allow credit — from 1.7 to 
2.7. The total of 46 reporting banks in 
that District accounted for 91.1% of 
trust department income of all member 
banks. 

In New York City the greatest dollar 
increase in commissions and fees, was 
observed in “corporate trusts and agen- 
cies,” which added $6.5 million to last 
year’s figure. The greatest rate of im- 
provement (23.8%) however was in 
pension and profit sharing trusts. For 
the 90 banks outside New York City 
commissions and fees from estates re- 
corded the greatest percentage gain 
(16.0%) whereas in 1958 the lead was 
held by pension and profit sharing trusts. 

Among the 38 banks of the 11th Dis- 





Ratio of Net Operating Earnings and Net 
Earnings (adjusted) to Gross Income from 
Commissions and Fees in 1959. 


Before allowed credits 


OUTSIDE MEW YORK CiTY 
COMMISSIONS AND FEES OF 


Under $50,000 


FE ane allowed credits 


$50,000-$100,000 


$100,000-$200,008 


$200,000-$300,000 


5300 000-5400 000 


$400,000 or more 
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trict which reported in both years, the 
greatest gains in commissions and fees 
(24.1%) were from estates, and all types 
of personal accounts combined, showed 
an earnings increase of 14.0%. On the 
other hand, income from corporate agen- 
cies declined 2.4% and from corporate 
trusts 10.3%. The advance of 10.7% in 
total commissions and fees, therefore, 
was more than accounted for by income 
from personal accounts. For seven large 
trust departments in Texas, however, the 
gains were get trusts 25.0%, pen- 
sion trusts 10.1%, estates 9.7% and per- 
sonal trusts 3.4%, while decreases of 
earnings were experienced from personal 
agencies (8.2%) and corporate agencies 
(3.0%). Total gain in earnings for these 
trust departments was 4.2%. 

The reports show so much variation 
as to profitability, or the lack of it, that 
they confirm no conclusion as to the ef- 
fect of size of operation or type of fidu- 
ciary service in the overall picture of 
any classification. For example, in the 
2nd District banks outside of New York 
City, of those with under $100,000 of 
earnings 41 were profitable and 17 were 
not, and for those over $100,000, 25 
were profitable and 13 were not. There 
is probably more difference in the basis 
on which accounts are accepted in one 
bank as compared with another than 
there is in the type of account itself. 

As to operating losses, the New York 
report stated that 46 trust departments 
(contrasted with 43 in 1958) failed to 
realize net earnings. After allowed cred- 
its, 24 of the 46 banks had profitable 
trust departments. The Dallas report 
noted that 30 trust department experi- 
enced net losses before’ allowed credits, 





PERCENTAGE CHANGE IN TRUST DEPART- 
MENT EXPENSES AT 38 BANKS, 
1959 OVER 1958 


(Eleventh Federal Reserve District) 


Salaries and wages: 


SS SGN 
Employees - EN A + 9.1 
Pensions and retirement - _ +14.6 
Personnel insurance - + 8.7 


Other expenses related on —18.6 


Occupancy of quarters —_______--- + 20.8 
Furniture and equipment - _ + 1.0 
Stationery, supplies, and postage - * 
Telephone and telegraph +27.4 
Advertising _ _— 8.1 
Directors and Trust. Committee 

cS an TS 
Legal and professional fees _...... +39.5 
Periodicals and investment 

Re ee +38.8 
Examinations: +60.1 
Other direct expenses —........ +11.6 

Total direct expenses —_._.... +10.3 
pS TS” a et Seer veneers +14.5 

Total expenses +10.7 


*Less than .1%. 
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Sources of Income from Commissions and Fees; Reporting Banks in New York, New 
Jersey, and Fairfield County, Conn., in 1939. 


8 LARGE WEW YORK CITY BANKS 
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and agencies 
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90 BANKS OUTSIDE NEW YORK CITY 






Personal and 
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Personal and corporate trusts 
37.9% 










and 16 had net profits. The tendency for 
the losses to be concentrated at the 
smaller departments was noticeable. 


The cost of operating trust depart- 
ments in 1959 was 9% above the pre- 
vious year, the New York survey found, 
but rose less than did income. The pro- 
portion of income absorbed by costs was 
86.5% compared to 89.0% in 1958. Re- 
duction in overhead wsa primarily re- 
sponsible for this improvement, a de- 
velopment opposite to the previous year. 
In the 11th District, expenses for han- 
dling trust business amounted to 97.6% 
of total income from commissions and 
fees, leaving a somewhat smaller profit 
margin than in 1958, when the figure 
was 96.5%. The survey data suggests 
that the smaller rate of net earnings re- 
sulted largely from a decline in income 
from corporate accounts. Officers’ salar- 


ies advanced 11.7% and wages rose 
9.1% 

At the end of 1959 the 46 reporting 
trust departments in the 11th District re- 
ported 19,000 accounts on their books 
among which were: 10,255 personal 
trusts, 1,795 personal agencies, 813 es- 
tates, and 671 pension and profit shar- 
ing trusts. 


A A A 


e Earnings of trust companies char- 
tered by the State of New Hampshire 
were $95,000 for fiscal 1959 compared 
with $105,000 in 1958. 


AAA 


e The School of Financial Public Rela- 
tions, held annually in Chicago and 
sponsored by the Financial Public Rela- 
tions Association, graduated 48 students 
on June 27. 





Missouri. 


from other states to Missouri. 





First Choice for Trust Service 
in Missouri 


The St. Louis Union Trust Company engages only in the trust busi- 
ness. It does no banking business. It accepts no deposits subject to 
check. It is the largest stockholder of the First National Bank in 
St. Louis, with which it is affiliated. It is the oldest trust company in 


We suggest consideration of our Company for ancilliary service in 
Missouri or where recommendations are to be made to people moving 


“Trust Service Exclusively” 


St. Louis Union Trust Company 
ST. LOUIS, MISSOURI 
Affiliated with the First National Bank 
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STATEMENT OF PRINCIPLES BETWEEN NORTH CAROLINA 
BANKERS AND BAR ASSOCIATIONS (June 18, 1960) 


The North Carolina Bankers Associa- 
tion and the Trust Division of the North 
Carolina Bankers Association and the 
North Carolina Bar Association agree 
that this document, as to the matters 
specifically covered herein, shall consti- 
tute a statement of the activities in 
which North Carolina corporate fidu- 
ciaries may engage in the discharge of 
their fiduciary duties, and a statement 
of the activities in which they shall not 
participate in the discharge of such 
duties. Both parties to this statement 
agree that trust companies may properly 
perform each of the acts specifically per- 
mitted by this Statement of Principles. 
The parties hereto also agree that for 
the best interest of the public they serve, 
trust companies in North Carolina shall 
not perform any activities specifically 
prohibited by this Statement of Princi- 
ples, and that such activities shall be 
performed by the attorney for the estate, 
trust or guardianship. 


PART I 


The following acts shall not be per- 
formed by a trust company, either 
through salaried attorneys or lay em- 
ployees: 


1. Drafting wills or trust instruments. 

2. Offering wills for probate. 

3. Handling formal court proceedings. 

4. Drafting papers or giving advice to 
widows concerning dissent from hus- 
bands’ wills. 

5. Resolving questions of domicile and 
residence of a decedent. 

6. Handling proceedings involving 
year’s allowance of widows and children. 

7. Drafting deeds, notes, and deeds of 


trust. 

8. Drafting of instruments releasing 
deeds of trust. — 

9. Drafting assignments of rent, or 

10. Drafting any formal legal docu- 
ment to be used in the discharge of a 
corporate fiduciary’s duty. 

11. Giving legal advice or legal coun- 
sel, orally or written, to any person, firm, 
or corporation. 

12. In estate and inheritance taxes, 
and federal and state income tax mat- 
ters: 

a. Executing waivers of statute of 
limitations, without the advice of 
the attorney for the estate, trust or 
guardianship and/or a specialized 
outside tax attorney. 

b. Preparing and filing protest or 
claims for refund, except requests 
for a refund based on mathematical 
or clerical errors in tax returns filed 
by it as a fiduciary. 

ce. Conferring with tax authorities re- 
garding protests or claims for re- 
fund, except those based on mathe- 
matical or clerical errors in tax re- 
turns filed by it as a fiduciary. 

d. Handling petitions to the Tax Court. 


PART II 


The following acts relating to the ad- 
ministration of estates, trusts, guardian- 
ships, and any other fiduciary activity of 
a trust company, may be performed by a 
trust company: 

1. Using form custodian and manage- 
ment agent agreements prepared by its 
counsel, 

2. Discussing the business and finan- 
cial aspects of fiduciary relationships 








Complete facilities for handling your 
Banking and Fiduciary Business 


promptly and effectively. 
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with their customers and prospective cus- 
tomers and with persons who are con- 
sidering the renunciation of the right to 
qualify as executor or administrator, or 
who propose to resign as a guardian or 
trustee. 

3. Performing any clerical, accounting, 
financial or business acts in the prepara- 
tion of any inventory or account required 
of it as a fiduciary. Filing such inventory 
and account after furnishing a copy of 
the proposed inventory or account to the 
attorney for the estate, trust or guar- 
dianship and affording him an opportun- 
ity to question and discuss same. 


4. Performing acts jointly for them- 
selves and for a co-fiduciary relating to 
their joint duties, provided such duties, 
under this Statement, are otherwise 
proper for trust companies acting alone. 


5. Acting as an agent for a foreign 
corporate fiduciary and performing such 
services as would be permitted under this 
Statement if the trust company were 
acting as the fiduciary. 


6. Acting for the protection of their 
interest as fiduciaries in insolvency pro- 
ceedings short of formal] hearings before 
a Referee in Bankruptcy or in court. 

7. In connection with the administra- 
tion of an estate or testamentary trust 
not involving court proceedings: 

a. Opening safe deposit boxes. 

b. Making application for letters of 

administration. 

ce. Publishing notice to creditors. 

d. Searching the Public Tax Records 
to determine the real estate and 
personal property which the dece- 
dent had listed for tax purposes, 
but, when necessary, a search of 
the records in the Register of Deeds 
Office and in the office of the Clerk 
of the Superior Court shall be made 
by the attorney for the estate, trust 
or guardianship. 

e. Paying uncontested claims. 

f. Giving notice of the termination of 
a lease because of default by the 
lessee. 

g. Demanding and receiving payment 
of life insurance policies payable to 
the estate of the fiduciary’s decedent 
or to the corporate fiduciary as 
trustee or as guardian. 

h. Demanding and collecting claims. 

i. Filing a copy of a will in a county 
other than the county of the de- 
cedent’s domicile. 

j. Demanding the foreclosure of deeds 
of trust which are in default. 

k. Notifying beneficiaries under a 
testator’s will by furnishing such 
beneficiaries with applicable portion 
of testator’s will relating to each 
such beneficiary. 

1. Securing death tax waivers in order 
to transfer property from the de- 
cedent’s estate. 

m. Giving and taking receipts of all 
types. 


TRUSTS AND ESTATES 








ise 


ch 
1is 
re 


oir 
ro- 
re 


ds 
nd 
2e- 
eS, 


ds 
rk 
de 


of 
he 


nt 
to 
nt 
as 


ty 
le- 
ds 
ch 
on 


ch 


er 
e- 


ES 











8. Engaging in advertising and in es- 
tate planning as set forth in. “Exhibit 
A” attached to this Statement of Princi- 
ples, and made a part hereof. 


9. Performing ministerial and clerical 
acts in the preparation and filing of any 
tax return required of it as a fiduciary. 


a. In the case of a federal estate or 
North Carolina inheritance tax re- 
turn, filing such return after fur- 
nishing a copy to the attorney for 
the estate and affording him an op- 
portuity to question and discuss 
same. 


b. In the case of fiduciary income and 
intangibles tax returns, copies of 
such returns shall be furnished the 
attorney for the estate, trust or 
guardianship prior to filing upon 
request by such attorney. 


10. Holding an initial informal con- 
ference with a revenue agent. The at- 
torney for the estate, trust, or guardian- 
ship and/or an independent tax attorney 
shall be notified of the investigation by 
the corporate fiduciary so that he may 
attend subsequent conferences with the 
revenue agent. 


PART III 


1. The parties hereto recognize and 
agree that the administration of estates, 
trusts, and guardianships usually involve 
administrative functions and _ duties 
which the experienced trust company is 
equipped to provide, and knowledge and 
applications of law which can be fur- 
nished only by an independent attorney. 
While nothing in this Statement of Prin- 
ciples shall be construed to require that 
an attorney shall be employed in con- 
nection with the administration of every 
estate, trust or guardianship, an inde- 
pendent attorney will be.retained to per- 
form for the estate, trust, or guardian- 
ship, and on behalf of the corporate fidu- 
ciary- thereof, all of the acts set forth 
in PART I of this Statement of Princi- 
ples which may be required in connection 
with the administration thereof; and as 
counsel for the estate, trust, or guardian- 
ship, and for the corporate fiduciary 
thereof, such independent attorney shall 
render any and all other legal services 
which may be necessary or appropriate 
in connection with the administration 
thereof. 


2. In employing an attorney under 
Paragraph I of this Part III, the cor- 
porate fiduciary, in the absence of good 
reasons to the contrary, shall endeavor 
to employ the attorney who drew the 
will if the decedent dies testate, or the 
attorney who represented the decedent 
during his life if he dies intestate. Where 
circumstances suggest the propriety of 
a departure from this practice, however, 
the corporate fiduciary shall be free to 
retain any other independent attorney 
licensed to practice in North Carolina. 
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PART IV 


There shall be created and estab- 
lished a Standing Joint Committee con- 
sisting of six members. Three members 
shall be from the Trust Division of the 
North Carolina Bankers Association and 
three from the North Carolina Bar As- 
sociation, and shall be appointed by an 
appropriate officer of the parties hereto. 
One member shall serve for one year, one 
for two years, and one for three years 
from each group. As the terms of the re- 
spective members expire, their successors 
shall each be named for a term of three 
years. 

The functions of the said Committee 
shall be confined to the consideration of 
problems arising under this Statement 
of Principles and to the consideration of 
proposed amendments hereto. The Com- 
mittee shall recommend to their respec- 
tive Associations any amendments, addi- 
tions or alterations which it deems ad- 
visable to this Statement of Principles. 


PART V 


An attorney when employed by a fidu- 
ciary shall represent the fiduciary and 
shall be compensated as may be agreed 
upon by the attorney and the fiduciary 
and approved by the appropriate Clerk 
of Superior Court, or, in the absence of 
such agreement, in the manner fixed and 
approved by the Clerk of the Superior 
Court having jurisdiction over the estate, 
trust, or guardianship, as provided in 
G.S. 28-170 or other applicable provision 
of the law. 

EXHIBIT A 


Advertising: 
A trust institution should not publish 
or distribute or otherwise release or dis- 


seminate any trust advertising, either 
written or spoken, without first submit- 


ting it to the trust institution’s legal 
counsel for examination and approval. If 
such advertising relates to estate plan- 
ning or to the creation of a fiduciary re- 
lationship, it should make clear to the 
reader or hearer (1) the fact that the 
trust institution will limit its services 
to the business and financial aspects of 
the matter, and (2) the fact that the 
services of a lawyer, selected by and 
representing the customer, will be needed 
to advise on the legal aspects of the mat- 
ter and to prepare such legal documents 
as may be required. 


Estate Planning: 


A trust institution in conferring with 
a customer about an estate plan shall 
emphasize at the beginning of the dis- 
cussion (1) the fact that the trust insti- 
tution will limit its services to the busi- 
ness and financial aspects of the estate 
plan, and (2) the fact that the services 
of a lawyer, selected by and representing 
the customer, will be needed to advise the 
customer on the legal aspects of the es- 
tate plan and to prepare such legal docu- 
ments as may be required to put it into 
operation. : 

The term “business and financial 
aspects” as herein used shall be deemed 
to exclude legal advice by a lawyer-em- 
ployee or other employee of a trust insti- 
tution. A trust institution should point 
out to the customer that legal implica- 
tions are necessarily involved in any ar- 
rangement of his properties into a sound 
estate plan and the lawyer should be 
consulted before any plan is agreed up- 
on. A trust institution should never set 
down on paper for a customer’s eyes any 
language for use in a will or trust agree- 
ment or deed or other legal instrument in 
order to carry out its economic and busi- 
ness suggestions. 
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USE OF PRIVATE ANNUITY FOR 


BUSINESS PURCHASE 


MAURICE E. BUTLER 


Trust Officer, National Bank of Commerce, Houston, Tex.* 


HERE A BUY AND SELL AGREEMENT 
W oe be used in a closely held 
business situation, or the client insists 
on his widow’s being financially depend- 
ent upon the business enterprise, or he 
wishes to retire and sell immediately, 


*Excerpted from address before San Antonio Es- 
tate Planners Council. 
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BANK of Cleveland 


aaa 
{1845} 623 Euclid Ave. 


another avenue of approach should be 
considered: the private annuity. 


A simple illustration would be where 
Mr. A, who owns XYZ Corporation 
valued at $300,000, is a widower, has 
three sons who own stock and wishes 
to retire. He enters into an agreement 
with the corporation to purchase all of 
his stock at a fair market value. The 
purchase price takes the form of the 
corporation’s promise to pay $2,500 per 
month to Mr. A for the rest of his life. 
This is a slightly greater monthly pav- 
ment than an insurance company would 
pay him had he purchased a life annuity 
for $300,000 without a refund feature. 


What has been accomplished: (1) 
Mr. A’s sons are the sole owners of the 
corporation, (2) No gift tax will re- 
sult, (3) Mr. A has reduced his taxable 
estate at his date of death by $300,000, 
(4) Mr. A has actually increased his 
spendable income by making much of 
it exempt from taxes. 


Internal Revenue Code 318(a) (1) 
would ordinarily cause the stock owned 
by the three sons to be attributable to 
their father, thus preventing his safely 
redeeming his stock within the rules of 
Section 302(b). But 302(c) suspends 
this attribution rule whenever the sell- 
er gives up all the stock he actually 
owns in the company, has received none 
of this stock during the past ten years 
from any 318(a) party, agrees not to 
acquire any more stock within the next 
ten years, stops working for the com- 
pany and, finally, where the attributed 
stock (here, the sons’) was not acquired 
from the seller during the past ten years 
for the principal purpose of avoiding 
income taxes, 

Should the sons not have held stock 
in the corporation, the same sale by a 
private annuity could have been accom- 
plished under a cross-purchase plan be- 
tween the father and sons, rather than 
the entity purchase. 


To take another family situation: H 
and W have a son or sons or sons-in- 
law interested in operating a successful 
business and the solely owned corpora- 
tion is community property. H might 
will his one-half interest to his children 
or to a trust in which his W would not 


have an interest (at least no interest in 
the corporation stock portion of the es- 
tate). At H’s death she would enter into 
an agreement with the corporation to 
purchase her entire stock interest. Again 
the purchase price would be paid to her 
at a specific amount per month for the 
rest of her life. The present value of 
the life annuity must represent a fair 
market value of her stock — which, of 
course, has been recently appraised and 
probably the value in H’s estate ac- 
cepted by the Internal Revenue Depart- 
ment. 

It is most important that the value 
be as real as possible, which is less diffi- 
cult in the second example than in the 
first, since the stock has recently been 
appraised for death tax purposes. Should 
a wide discrepancy exist between the 
true value of the stock and the present 
value of the annuity, the transfer would 
have been for less than adequate consid- 
eration, incurring possible gift tax. A 
comparable commercial annuity value 
should substantiate its value; however, 
the health of the annuitant could be a 
factor if it is common knowledge that 
the life expectancy is quite short. 

The annuitant would pay income tax 
on payments received on the same basis 
as with a commercial annuity. The ex- 
clusion ratio is determined by the mar- 
ket value of the property transferred 
with the Income Tax Regulation tables 
on present value of annuities. This ratio 
times the annual annuity received would 
be excluded from Federal income taxa- 
tion; however, some portion may be 
subject to capital gains tax if the base 
is less than market value. The first ex- 
ample would probably have a substan- 
tial gain, the second would not. In either 
case, the base must be recovered before 
any capital gain would be paid. If the 
annuitant lives beyond his life expect- 
ancy and has recovered the amount 
paid for the annuity, the capital gain 
tax would not be paid on the remaining 
receipts, only income tax on the amount 
received over the exclusion ratio, as 
before. 

In the first example, where the annui- 
tant was 70 years old, the exclusion 
ratio would be about 80%, so that, of 
the $2,500 monthly payment, $500 
would be subject to ordinary income 
tax. The $2,000 would be received tax- 
free until the annuitant had recovered 
his orginal cost or tax base value from 
the property sold, after which he would 
pay capital gain tax on the $2,000 until 
he had recovered a total of $300,000, 
after which there would be no tax on 
the $2,000 monthly payment. 
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Sidelights ... Trade Winds . 




















WHERE IS THE PRUDENT MAN? 


In the general decadence of invest- 
ment thinking since 1957, the concept of 
income as something actual and stable 
has gone the way of the dodo bird. It is 
as “hep” to pay fifteen times extrapo- 
lated 1965 earnings (to be derived from 
some still uninvented process) as it is 
“square” to pay the same multiple (or 
less) for stock of a steady dividend pay- 
er whose line of business is boring to 
talk about. This disease is part of that 
craving for sensationalism brought on 
by gnawing feelings of national inade- 
quacy. The other side of the coin of 
overemphasis on glamour is neglect of 
sound value, and while it is impossible 
to predict how long the condition will 
persist, the contrary minded investor 
may well find some appealing places to 
put his money. 


Among the better grade investment 
stocks, there are such *unexceptionable 
blue chips as Reynolds Tobacco, Public 
Service Electric and Gas, Swift & Co., 
Phillips Petroleum, Deere, International 
Harvester, Dome Mines, and United Gas. 
The list could easily be made longer, but 
this should suffice to show that there are 
plenty of good, conservative stocks 
around at reasonable prices and with 
long term growth prospects that are far 
from depressing. It is a surprising com- 
mentary on this so-called “era of pro- 
fessional investment” that reasonable 
values like this can exist in: the same 
market side by side with unproven elec- 
tronics speculations at fifty and sixty 
times current earnings and that sup- 
posedly conservative institutions will yet 
buy the latter in preference to the for- 
mer. We are led further to wonder how 
far a fiduciary ought to depart from nor- 
mal prudent investment judgment in fol- 
lowing a speculative fad when the after- 
math of such fads in years past has often 
been disastrous. 
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.. Memos... Portfolio Studies . . 


To pay current prices for Ampex, 
Cubic, Transitron, or Universal Match 
is also justified in our mind if it is ra- 
tional to assume earnings will increase 
at a rate of 30%-50°% compounded for 
the next several years, and if it is also 
recognized that the buyer at these prices 
risks losing 70%-80°% of his capital in 
the event something goes wrong with the 
forecast. Somehow or other we do not 
have the feeling that the latter-day pro- 
moters of these eminently successful is- 
sues have made the risks very clear. The 
prudent man, however, with responsi- 
bilities to those who have entrusted him 
with their money, would do well to bear 
some of these thoughts in mind. Con- 
servative investors become out and out 
speculators as soon as they begin tak- 
ing substantial market risks in the hope 
of making a possible 259%-50% a year 
on a stock purchase. 

B. K. THuRLow 
WINSLOW, COHU & STETSON, INC. 


THE INVESTMENT MANAGER 
IN A CHANGING WoRLD 


While the rest of the world was still 
shaking from the eruption at the Sum- 
mit, the investment manager set about 
evaluating the effect of this newest 
change. Again there came the realiza- 
tion that portfolio management is a 
changing art, keeping pace with a dv- 
namic world economy, and that the chill 
blasts of the renewed cold war consti- 
tute only a small segment of a large 
problem. 

The last ten years have produced 
amazing changes in almost every field. 
From Boston you can dial Saskatchewan 
direct. getting your connection in less 
time than it used to take to call the cor- 
ner grocer. Salk vaccine has removed 
the fear of polio in most areas of the 
world. Assorted hardware is hurtling 
through the heavens at an awesome rate. 
sending back messages from outer space. 
Electronic brains take only an instant to 
solve problems which. formerly kept 
mathematicians busy for years. A World 
War II veteran would be lost with to- 
day’s military weapons. But all these in- 
vidual changes are only normal in our 
changing world. Researchers tell us that 
changes will come even more quickly in 
the next ten years as greater research ex- 
penditures start paying off. At the be- 
ginning of the last decade we were 
spending about $3 billion annually on 
research; as we start the decade of the 
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Dri-Continental 
Corporation 


A Diversified Closed-End 


Investment Company 


Second Quarter Dividends 
Record Date June 21, 1960 
30 cents a share 


on the COMMON STOCK 
Payable July 1, 1960 


67% cents a share on the 
$2.70 PREFERRED STOCK 
Payable July 1, 1960 


65 Broadway, New York 6, N. Y. 











Southern California 


Edison Company 


DIVIDENDS 


The Board of Directors has 
authorized the payment of 
the following quarterly divi- 


dends: 


COMMON STOCK 
Dividend No. 202 
65 cents per share; 


PREFERENCE STOCK, 


4.48% CONVERTIBLE SERIES 


Dividend No. 53 
28 cents per share; 


PREFERENCE STOCK, 


4.56% CONVERTIBLE SERIES 


Dividend No. 49 
282 cents per shore. 


. The above dividends are pay- 


able July 31, 1960 to stock- 
holders of record July 5. 
Checks will be mailed from 
the Company's office in Los 
Angeles, July 30. 


P. C. HALE, Treasurer 


June 16, 1960 
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CONSOLIDATED 
: NATURAL GAS 


COMPANY 
30 Rockefeller Plaza 
f\ New York 20, N. Y. 
Tue BOARD OF DIRECTORS 
has this day declared a regular 
quarterly dividend of Fifty-Five 
Cents (55¢) per share on the | 
capital stock of the Company, | 
payable August 15, 1960tostock- | 


holders of record at the close of 
business July 15, 1960. 


JOHN MILLER, Secretary 
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DIVIDEND No. 50 








June 8, 1960 
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THE CINCINNATI GAS 
& ELECTRIC COMPANY 





Over 108 years of uninterrupted 
cash dividends on common stock 


The 
Board of Directors has 
declared a dividend of 37% cents 
per share payable August 15, 1960, 
to shareholders of record 
July 15, 1960. 


MILES J, DOAN, SECRETARY 








GARDNER 
DENWER 





105th CONSECUTIVE 
DIVIDEND 


ON COMMON STOCK 


A quarterly dividend of $.50 
per share on the common 
stock of Gardner-Denver 
Company has been declared 
by the Board of Directors of 
the company, payable Sept. 1, 
1960, to stockholders of rec- 
ord at the close of business 
on Aug. 10, 1960. 


Quincy, Illinois 


O. C. Knapheide, Jr. 
June 23, 1960 
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Sixties, our research bill has climbed to 
$12 billion a year. 

In the “good old days” an investor 
did not have to worry about rapid 
changes like these. Steel was_ steel. 
Clothes were made of cotton or wool. 
Auto companies made autos, not house- 
hold appliances, locomotives, earth-mov- 
ing equipment and space vehicles. Wars 
came far apart and were generally local 
in character. The population had a nice 
orderly age group structure. People 
stayed in one place. Only the ne’er-do- 
well or adventurer left his community. 

In those days the investment mana- 
ger’s main worry was the business cycle 
and the ability of a given company to 
survive. Hard times could come on the 
heels of bad weather and poor crops. 
Any dislocation in the banking system 
caused panic. Communications were 
poor, distribution of goods cumbersome 
and poorly controlled. There was no con- 
sumer credit. Business statistics were 
sparse and so out of date that they were 
of little use in planning. 

The business cycle is still with us, but 
it is surely not the same. Fast communi- 
cations, a sensitive distribution system, 
broad and more varied markets, more 
current business statistics have had a 
stabilizing influence. Structural changes 
in the economy have helped, too — 
changes in the banking system, in the 
way our working force is occupied, in 
our unemployment laws, in the handling 
of government finance, and in the gov- 
ernment’s attitude toward business re- 
cessions. The world has grown right 
along with us, but Americans who once 
got all their knowledge of foreign af- 
fairs out of history books now get it 
shortwave every day on their radio sets. 

The principal concern of the invest- 
ment manager and the businessman to- 
day is change of another kind. The type 
we have seen during the Fifties will 
come even more swiftly in the Sixties. 
Markets disappear overnight as new 
products supplant the old, the result of 
many influences: a swiftly rising stand- 


ard of living, global competition, move. 
ments of population; the rising propor- 
tion of young people in the population, 
the growing amount of leisure time. 
Compared to these influences, the busi- 
ness cycle is almost incidental as he goes 
about his daily studies. 

During the next decade, changes in 
some areas will be so rapid as to be al- 
most revolutionary. To name just a few: 

In new power sources: Fuel cells, 
Thermionics, Thermo electricity, Mag- 
netic hydrodynamics, Ion exchange. 

In metallurgy: Vacuum technology, 
High temperature and high pressure al- 
loys, Direct conversion of metals to in- 
dustrial shapes, High energy forming. 

In distribution: Automated ware- 
houses, Food preservation through irra- 
diation. 

In factory automation: Electronic 
computing systems for operational data 
and for control. 

In communications and paper work: 
Microwave, Micro miniaturization, Opti- 
cal scanning, High-speed printing, Data 
handling and processing. 

In transportation: Atomic power 
plants, Automated railway terminals, 
Centralized traffic control, Containeriza- 
tion, Hydrofoils. 

In medicine: Oral anti-diabetics, Cen- 
tral nervous system stimulants, Diure- 
tics, Cardio-vascular agents, Tranquil- 
izers. 

To get the full benefit of the changes 
which lie ahead, the competent profes- 
sional investment manager must recog- 
nize not only the risks inherent in change 
but the benefits which accompany pro- 
gress. This requires a long-range per- 
spective. Headlines in the news empha- 
size the shorter term factors in invest- 
ment policy. The professional investor 
evaluates them in relation to more fun- 
damental changes, fashioning a sound 
investment instrument aimed at attain- 
ing an objective in tune with the times 
but looking well into tomorrow. 

ANDREW P. FERRETTI 

THE KEYSTONE CO. OF BOSTON 











Cities Service 
CONMNPAN Y 
Dividend Notice 


The Board of Directors of Cities Service Company declared 
a quarterly dividend of sixty cents ($.60) per share on its 
Common Stock, payable September 12, 1960, to stockholders 
of record at the close of business August 19, 1960. 


June 20, 1960. 


FRANKLIN K. FOSTER, Secretary 
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2 minutes 


instead of hots 
or 2 days | 


AVIETRONOGES 


SXGRIAVAASSIAN, 


analyzes copper ores more efficiently 


The unique application of the X-Ray Quantrol*, now 
in use at Anaconda, Montana, can sample and assay 
copper values in approximately two minutes. By con- 
trast, previous methods took anywhere from 2 hours 
to 2 days. As a result of this important speed-up, 
it is now possible to obtain far more reliable data, 
contributing to improved extraction of metal values 
from the ore. 

The Process Control System developed by Ana- 
conda, is one of many ways by which the Company 
constantly improves quality and expands basic knowl- 
edge about nonferrous metals. For another example, 
look to The American Brass Company, a 100% 
owned subsidiary of Anaconda. The Brass Company 
has recently broken ground for a $1,500,000 research 
center in Waterbury, Connecticut. Facilities will 





include metallurgical, corrosion and chemical labo- 
ratories in addition to equipment for experimental 
production. This opens the way to new, significant 
advances in the area of product development. 

All along the line, through extensive mineral ex- 
ploration and geological investigations, as well as 
through laboratory research, Anaconda keeps pace 
with industry’s ever-changing requirements. As new 
applications for nonferrous metals multiply, so does 
the need for a constant and dependable supply. 

Through Anaconda, these demands are met not 
only in quantitative terms, but qualitative as well, 
with a continuing supply of copper, brass and bronze 
precisely suited to specific product requirements, in- 
cluding those in the minds of men as well as those on 
the board and in production. 


*Quantrol is an Applied Research Laboratories trademark. 
60184 A 


AnaconnA 


SUBSIDIARIES OF ANACONDA MANUFACTURE: COPPER AND ALUMINUM ELECTRICAL 
WIRES AND CABLES; ALUMINUM FOIL, SHEET, ROD AND BARS, STRUCTURALS, TUBING 
AND EXTRUDED SHAPES; COPPER, BRASS AND BRONZE SHEET, PLATE, TUBE, PIPE, ROD, 
FORGINGS AND EXTRUSIONS; FLEXIBLE METAL HOSE AND TUBING. 
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ASHIONS OF THOUGHT 


NOT TO 

mention the impact of taxes — are 
causing informed persons to strive for 
human values, rather than to perpetuate 
a monument of wealth through the gen- 
erations. If the egotism of the testator 
requires something lasting, present 
trends suggest accomplishing that objec- 
tive through a charitable trust. 

The fast developing national do-it- 
yourself vogue has its limitations. Ob- 
viously even those with supreme native 
talent can’t administer their earthly as- 
sets after their final heart beat. Prudent 
men also recognize the folly of trying to 
rule an estate with a testamentary dead 
hand. 

But even today when wills are written, 
there is much to be desired in the draw- 
ing of instruments which will best 
achieve the hopes of the provident for 
their heirs. A tremendous loss in eff- 
ciency in estate administration comes 
from the tradition of looking backwards 
instead of ahead. As the late Charles F. 
Kettering, inventive genius of General 
Motors, used to say: “The future is im- 
portant because that is where we all 
spend the rest of our lives.” 

While the bar associations are vigi- 
lant in making sure that no one steps on 
the vested rights of attorneys at law, the 
testator does not automatically achieve a 
passport to perpetual affluence for his 
family by the mere formality of retain- 
ing a personality with a law degree. The 
productive function of an experienced, 
imaginative and humane attorney can- 
not necessarily be discharged by any 
clerk merely because he has passed his 
bar examinations. 

Usually the estate builder is best 
served by liaison between a competent 
lawyer, an accountant, an insurance 
counsellor and a trust officer. But even 
such a balanced brain trust is no substi- 
tute for the judgment of the testator who 
should, in his own way, clearly state his 
objectives and discuss any unusual rea- 
sons therefor. 

The technicians, including the lawyer. 
should not substitute their thinking for 
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ECONOMIC TIDES BENEATH THE MARKET .... 


MERRYLE STANLEY RUKEYSER 


ARE WE INDIVIDUALS OR STATISTICS? 


his, but rather help him translate his 
hopes into administrative reality. The 
lawyer becomes a deterrent, however, if 
in his preoccupation with legal prece- 
dents and conventional technical lan- 
guage sanctified by long court usage, he 
insists on warping adjustment to future 
economic conditions by undue tendency 
to look backwards. 

Whether the job of administering the 
expressed wishes of the testator is to be 
carried out by corporate or individual 
executors and trustees, the maker of the 
will should release those in whom he 
thus imposes confidence by giving them 
an opportunity to do their best. This re- 
lationship is impaired, if by taking ad- 
vantage of statutory language and judi- 
cial precedents, the testator renders ex- 
ecutors and trustees timid by implicitly 
holding out the imminent danger of their 
being surcharged for what, after the 
event, may appear to have been a mis- 
take in judgment. 

Those states which follow the Massa- 
chusetts example of the prudent man 
criterion are moving in the right direc- 
tion. But the testator by explicit lan- 
guage can hearten executors and trustees 
to show flexibility and prudent boldness 
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by setting forth precisely what discre- 
tion he expects. Instead of giving rigid 
formulae for investment of assets among 
various categories of bonds, shares, and 
investment funds or between seasoned 
‘conservative’ securities and those with 
‘businessman’s risk’, the testator — de- 
pending on the size of his estate and his 
intentions for his heirs — should express 
his basic investment philosophy. By way 
of illustration, he might say that he has 
chosen his executors and trustees with 
care, and wants to give them a free hand 
to exercise judgment. He might add that 
in the dynamic world of the future which 
no one can foresee with precision, he in- 
structs those who are acting for him to 
calculate risks as he would do if he were 
around, and not seek escapism in con- 
ventional financial behavior or in invest- 
ment procedures determined by past cus- 
tom rather than by analytical judgment. 
He might improve the climate for admin- 
istration by informing his heirs that he 
doesn’t want his executors and trustees 
badgered for honest mistakes of judg- 
ment by poor sports guided by the ques- 
tionable gift of hindsight. 

The testator should set forth clearly 
that he personally is not impressed with 
routine administration, which ignoring 
the abnormality of inflation, through in- 
ertia makes a lopsided investment in 
fixed dollar bonds which, though legal. 
may be an untimely investment deécis- 
ion. Investment decisions cannot be ap- 
proved which, though of respectable con- 
formance, result in downgrading the liv- 
ing standards of the heirs. And he might 
caution his heirs, in his own testamen- 
tary words, that investment management 
entails measuring and selecting risks, not 
wistfully seeking a riskless adventure or 
a bonanza. 

Obviously, if such loose reins are to 
be provided, it would be the height of 
folly to select executors and _ trustees 
without care. But I think too many are 
still fooled by the naive assumption that 
a rigid statute or restrictive clauses can 
protect heirs from dishonest or incom- 
petent administrators of an estate. The 
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motivation in giving discretionary au- 
thority to administrators is not to be 
kind to trust officers or individual execu- 
tors or trustees, but to provide them with 
psychological tools which enable them 
to perform in accordance with their 
knowledge and competency. 


Testators must be educated to realize 
that the selection of experienced, knowl- 
edgeable and trustworthy people is the 
prerequisite to the selection of the best 
investments for a trust. 


The alert auditor can apprise his client 
of the ebb and flow in the valuation of 


“I request the trustees not to make 
payment of principal because of pure- 
ly temporary conditions, but only be- 
cause of changes in general conditions 
which I am unable to foresee.” 


Failure in an earlier period to think 
this subject through resulted in needless- 
ly penalizing the loved ones of the testa- 
tor in favor of unborn descendants. I 
was recently shown a valid will, pro- 
bated in 1917, which succeeded in de- 
ferring final settlement until 1980. This 
was accomplished through a provision 
that the principal was not to be distrib- 


persons in the line of descent, who neith- 
er knew nor heard much about their 
benefactor, may well ask cynically: 
“Who was that old codger who gave us 
this windfall?” 

After: the testator and his advisers 
have dreamed up a will, the professional 
hand of the lawyer is of crucial impor- 
tance. His role is to determine in ad- 
vance whether the will is likely to be ac- 
cepted in probate. Through carelessness, 
the good thoughts can be vitiated by in- 
competent drafting. The effect may be to 
make the individual die intestate — just 
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ASHIONS OF THOUGHT — NOT TO 
| prworse the impact of taxes — are 
causing informed persons to strive for 
human values, rather than to perpetuate 
a monument of wealth through the gen- 
erations. If the egotism of the testator 


requires something lasting, present 
trends suggest accomplishing that objec- 
tive through a charitable trust. 

The fast developing national do-it- 
yourself vogue has its limitations. Ob- 
viously even those with supreme native 
talent can’t administer their earthly as- 
sets after their final heart beat. Prudent 
men also recognize the folly of trying to 
rule an estate with a testamentary dead 
hand. 

But even today when wills are written, 
there is much to be desired in the draw- 
ing of instruments which will best 
achieve the hopes of the provident for 
their heirs. A tremendous loss in efhi- 
ciency in estate administration comes 
from the tradition of looking backwards 
instead of ahead. As the late Charles F. 
Kettering, inventive genius of General 
Motors, used to say: “The future is im- 
portant because that is where we all 
spend the rest of our lives.” 

While the bar associations are vigi- 
lant in making sure that no one steps on 
the vested rights of attorneys at law, the 
testator does not automatically achieve a 
passport to perpetual affluence for his 
family by the mere formality of retain- 
ing a personality with a law degree. The 
productive function of an experienced, 
imaginative and humane attorney can- 
not necessarily be discharged by any 
clerk merely because he has passed his 
bar examinations. 

Usually the estate builder is best 
served by liaison between a competent 
lawyer, an accountant, an insurance 
counsellor and a trust officer. But even 
such a balanced brain trust is no substi- 
tute for the judgment of the testator who 
should, in his own way, clearly state his 
objectives and discuss any unusual rea- 
sons therefor. 

The technicians, including the lawyer. 
should not substitute their thinking for 
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ECONOMIC TIDES BENEATH THE MARKET .... 


MERRYLE STANLEY RUKEYSER 


ARE WE INDIVIDUALS OR STATISTICS? 


his, but rather help him translate his 
hopes into administrative reality. The 
lawyer becomes a deterrent, however, if 
in his preoccupation with legal prece- 
dents and conventional technical lan- 
guage sanctified by long court usage, he 
insists on warping adjustment to future 
economic conditions by undue tendency 
to look backwards. 

Whether the job of administering the 
expressed wishes of the testator is to be 
carried out by corporate or individual 
executors and trustees, the maker of the 
will should release those in whom he 
thus imposes confidence by giving them 
an opportunity to do their best. This re- 
lationship is impaired, if by taking ad- 
vantage of statutory language and judi- 
cial precedents, the testator renders ex- 
ecutors and trustees timid by implicitly 
holding out the imminent danger of their 
being surcharged for what, after the 
event, may appear to have been a mis- 
take in judgment. 

Those states which follow the Massa- 
chusetts example of the prudent man 
criterion are moving in the right direc- 
tion. But the testator by explicit lan- 
guage can hearten executors and trustees 
to show flexibility and prudent boldness 
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by setting forth precisely what discre- 
tion he expects. Instead of giving rigid 
formulae for investment of assets among 
various categories of bonds, shares, and 
investment funds or between seasoned 
‘conservative’ securities and those with 
‘businessman’s risk’, the testator — de- 
pending on the size of his estate and his 
intentions for his heirs — should express 
his basic investment philosophy. By way 
of illustration, he might say that he has 
chosen his executors and trustees with 
care, and wants to give them a free hand 
to exercise judgment. He might add that 
in the dynamic world of the future which 
no one can foresee with precision, he in- 
structs those who are acting for him to 
calculate risks as he would do if he were 
around, and not seek escapism in con- 
ventional financial behavior or in invest- 
ment procedures determined by past cus- 
tom rather than by analytical judgment. 
He might improve the climate for admin- 
istration by informing his heirs that he 
doesn’t want his executors and trustees 
badgered for honest mistakes of judg- 
ment by poor sports guided by the ques- 
tionable gift of hindsight. 

The testator should set forth clearly 
that he personally is not impressed with 
routine administration, which ignoring 
the abnormality of inflation, through in- 
ertia makes a lopsided investment in 
fixed dollar bonds which, though legal. 
may be an untimely investment décis- 
ion. Investment decisions cannot be ap- 
proved which, though of respectable con- 
formance, result in downgrading the liv- 
ing standards of the heirs. And he might 
caution his heirs, in his own testamen- 
tary words, that investment management 
entails measuring and selecting risks, not 
wistfully seeking a riskless adventure or 
a bonanza. 

Obviously, if such loose reins are to 
be provided, it would be the height of 
folly to select executors and _ trustees 
without care. But I think too many are 
still fooled by the naive assumption that 
a rigid statute or restrictive clauses can 
protect heirs from dishonest or incom- 
petent administrators of an estate. The 
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motivation in giving discretionary au- 
thority to administrators is not to be 
kind to trust officers or individual execu- 
tors or trustees, but to provide them with 
psychological tools which enable them 
to perform in accordance with their 
knowledge and competency. 

Testators must be educated to realize 
that the selection of experienced, knowl- 
edgeable and trustworthy people is the 
prerequisite to the selection of the best 
investments for a trust. 

The alert auditor can apprise his client 
of the ebb and flow in the valuation of 


“T request the trustees not to make 
payment of principal because of pure- 
ly temporary conditions, but only be- 
cause of changes in general conditions 
which I am unable to foresee.” 


Failure in an earlier period to think 
this subject through resulted in needless- 
ly penalizing the loved ones of the testa- 
tor in favor of unborn descendants. | 
was recently shown a valid will, pro- 
bated in 1917, which succeeded in de- 
ferring final settlement until 1980, This 
was accomplished through a provision 
that the principal was not to be distrib- 


persons in the line of descent, who neith- 
er knew nor heard much about their 
benefactor, may well ask cynically: 
“Who was that old codger who gave us 
this windfall?” 

After: the testator and his advisers 
have dreamed up a will, the professional 
hand of the lawyer is of crucial impor- 
tance. His role is to determine in ad- 
vance whether the will is likely to be ac- 
cepted in probate. Through carelessness, 
the good thoughts can be vitiated by in- 
competent drafting. The effect may be to 
make the individual die intestate — just 
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The rigidities and inflexibilities, re- 
sulting from dying intestate, are indeed 
frustrating. The statute of the state in- 
volved may do grave injustices, e.g., it 
might exclude from benefits a distant 
relative who had been supported during 
the life of the deceased. Likewise, the 
intestate status precludes arrangements 
to save spendthrift heirs from their own 
shortcomings and deprives the ignorant 
and the unknowing of the assurance of 
professional counsel and administrators. 

René Wormser, a member of the New 
York bar, and a specialist in estate mat- 
ters, in his little volume entitled “Your 
Will and What Not to do About it” sums 
up his counsel in these wise words: 


“Do not try to prognosticate, for 
that may lead you into error, but try 
to build a structure that will be ade- 
quate to meet what may come. Above 
all, remember, particularly in plan- 
ning your will, that many of the old 
forms of prudence are now subject to 
critical re-examination, and that pru- 
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FEDERAL PAPER BOARD CO., Inc. 
Common & Preferred Dividends: 


The Board of Directors of Federal 
Paper Board Company, Inc. has this 
day declared tue following quarterly 
dividends: 
50¢ per share on Common Stock. 
2834¢ per share on the 4.6% 
Cumulative Preferred Stock. 
Common Stock dividends are payable 
July 15, 1960 to stockholders of 
record at the close of business June 
29, 1960. 
Dividends on the 4.6% Cumulative 
$25 par value Preferred Stock are pav- 
able September 15, 1960 to stock- 
holders of record August 29, 1960. 
ROBERT A. WALLACE 
Vice President and Secret..ry 
June 14, 1960 
Bogota, New Jersey 

















Weoie Ge Heciric! 
_ Company 


, DIVIDEND NOTICE 
COMMON STOCK 
7 DIVIDEND NO. 178 


_ ; — The Board of Directors on 
/>; — June 15, 1960, declared a 
ye cash dividend for the sec- 
ond quarter of the year of 
65 cents per share upon 
Rd the Company's common 

' capital stock. This divi- 
dend will be paid by 
check on July 15, 1960, to i 
common stockholders of ‘ 
e record at the close of . 
; 4 business on June 24, 1960. 








K. C. CHRISTENSEN, 
aes Vice President and Treasurer 
i San Francisco, Calif. 











658 


dence may now consist largely of 
flexibility.” 
oe te % % % % 


A New Look At — and By — 


Management 


It has become fashionable to give new 
labels to economic trends. At a panel 
discussion on problems of prosperity at 
the 1959 annual meeting of the Chamber 
of Commerce of the United States, of 
which I was chairman, there was refer- 
ence to the supersonic age type of infla- 
tion, known as the pushed-up inflation 
resulting from raising hourly wage rates 
more rapidly than the increase in pro- 
ductivity. Professor John H. Clark of 
Columbia University who dilates on the 
same topic in a new monograph entitled 
“The Wage-Price Problem,” seems to 
go along with the view that this new 
species of inflation cannot be effectively 
met by traditional monetary and fiscal 
anti-inflation remedies. 


Loose theorizing in this area can lead 
industrialists, labor negotiators, and in- 
vestors into dangerous pitfalls. They as- 
sume incorrectly that the final arbiter, 
the customer, will be hedged in and 
powerless. But such postulating is large- 
ly refuted by the recent foreign trade 
figures and by international gold move- 
ments. The uneconomic pricing and cost- 
ing policies over here have created a 
bonanza for foreign competitors, not 
subject to American labor relations laws, 
taxes, and attitudes. The sudden influx 
of foreign-made automobiles dramatizes 
the point. 


It is dangerous illusion for domestic 
industrial management to envisage itself 
as a mere assembler of costs imposed by 
government, by union negotiators, and 
others. The legitimate role of manage- 
ment is to serve as the middleman — 
the go-between who undertakes to recon- 
cile the views of workers and customers 
— and to come up with resultant costs 
that, in his judgment, the customer in 
his own free choice will be able and will- 
ing to embrace. 


It was too easy during the inflation- 
ary period of replacing pent-up war-time 
shortages for management to lose sight 
of its true function, and to passively list 
costs, add a mark-up, and then announce 
the selling price. Such a procedure was 
feasible only over the short pull when 
special circumstances limited the social 
pressures that normally stem from gen- 
uine competition. Under the banner of 
radicalism, Leftist theorists talked glibly 
about administered prices, and may have 
contributed to distorting management’s 
view of its own place in the sun. Man- 


agement accumulated fat during the 
boom, and began to measure its success 
by how well it appeased union officials, 
on the one hand, and speculative secur- 
ity holders, on the other. Management 
overestimated its power to proceed arbi- 
trarily — just as union leaders, who 
were to a heavy degree economic hitch- 
hikers, exaggerated their contribution to 
the regimen of national better living. 

Now that West Europe, Japen and 
Hong Kong have modernized their pro- 
ductive plant and adopted cost-reducing 
techniques, the disparities in wage rates 
here and abroad become more serious 
deterrents to American-made sales. In 
non-academic language, the show-down 
comes whenever the customer, whether 
buying a roll of fencing, a camera or an 
automobile, is in effect asked how much 
premium in price he is willing to pay in 
order to provide fringe benefits and oth- 
er built-in gains to domestic workers he 
does not know. 

The boasted power of the unions, for 
example, is not inherent in the economic 
nature of things, but is a result of Con- 
gressional fiat. But Congress has not per- 
ceived the full consequences of its inter- 


ALLEGHENY LUDLUM STEEL 
CORPORATION 


Pittsburgh, Penna. 


At a meeting of the Board of 
Directors of Allegheny Ludlum Steel 
Corporation held today, May 20, 1960, 
NL a dividend of fifty cents (50¢) per 
share was declared on the Common 
Stock of the Corporation, payable 
June 30. 1960, ‘to shareowners of rec- 
ord at the close of business on June 10, 1960. 


S. A. McCASKEY, Jr. 
Secretary 














IBM 


182nn CONSECUTIVE 
QUARTERLY DIVIDEND 


The Board of Directors of 
International Business 
Machines Corporation has 
today declared a quarterly 
cash dividend of $.75 per 
share, payable September 
10, 1960, to stockholders of 
record at the close of busi- 
ness on August 10, 1960. 


C. V. BOULTON, 
Treasurer 


590 Madison Avenue 
New York 22,N. Y. 
June 28, 1960 


IBM. 


INTERNATIONAL BUSINESS MACHINES CORP 
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ference with costing and free competi- 
tive forces. It cannot control the influx 
of competitive merchandise from areas 
of the world not subject to its jurisdic- 
tion, except at the expense of the Amer- 
ican consumer. 


Similarly it should not be easily as- 
sumed that there is no relationship be- 
tween monetary and fiscal policy, which 
provides the visible means of payment, 
with demands for compensation, out of 
relation to productivity. If sound and 
prudent fiscal and monetary principles 
are followed, then the supply of money 
and credit will bear a relationship to the 
goods and services produced. Good 
money is in effect a ticket for goods pro- 
duced, not an arbitrary piece of paper 
dreamed up by a demagogue promising 
suckers something for nothing. 


No one can quarrel with Professor 
Clark’s beneficent plea for voluntary re- 
straint by unions and management in 
dealing with price-wage matters. The 
mutual need of the workers and the own- 
ers is to arrive at a selling price which 
customers will buy. Only confusion re- 
sults from the passé Marxian propa- 
ganda about alleged internal warfare be- 
tween workers and owners. Management. 
hired by owners, is in effect trying to be 
the star salesman of the hours of labor 
of the employees. Management achieves 
sale of optimum hours through develop- 
ing attractive products and_ services 
which customers are able and willing to 
buy. 

In addition to making passive pre- 
judgments of what customers will do 
later, management should spur demand 
by offering more for jess. This comes 
from continuously challenging existing 
costs, and seeking to reduce them 
through new inventions, new technology, 
and elimination of old forms of waste 
and unnecessary motion. Enlightened 
workers recognize that their own self- 
interest lies in the same direction. 


Humans — or Statistics? 


Sometimes insiders in trust adminis- 
tration and in life insurance enterprises 
are so close to the trees that they fail to 
see the woods. Voluntary financial enter- 
prises, if they only realized it, have 
something precious and eminently attrac- 
tive to sell. Their appeal is deeply em- 
bedded in the realities of human nature. 

The services of such institutions — 
banks, trust companies, insurance enter- 
prises, and investment funds — are tail- 
ored to individuals. They are in a sense 
custom-made, and recognize infinite var- 
ieties in human choices. On the other 
hand, compulsory governmental schemes 
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for social insurance and economic “se- 
curity” are in the nature of mediocrity 
and down-grading of abler people. Gov- 
ernment relies on force, not on the free 
initiative of the voluntary participant, 
and as a result their programs represent 
broad statistical averages and precisely) 
fit no individual person. 

Accordingly, private voluntary finan- 
cial institutions should avoid the appear- 
ance of machine-made, IBM approaches. 
Their forte lies in sufficient flexibility to 
show respect for the individual human 
personality with whom they are dealing. 
Any failure by the routine bureaucracy 
in voluntary institutions to sense this 
dramatic point of difference can be a 
fatal error. 

In light of the global competition be- 
tween voluntary free enterprise and 
rough governmental compulsion, it is a 
matter of top priority to get the spirit 
of friendship and human kindness into 
business and financial relationships. Un- 
like rigid civil servants in governmental 
bureaus, the officers of voluntary enter- 
prises should be reluctant to seek out 
legalistic and technical reasons for 
thwarting the will of clients. Instead 
their objective should be to take the cus- 
tomer’s point of view and guide him 





through the shoals so that he can attain 
his goals — assuming that they are rea- 
sonable. 

The practical officer, especially in a 
smaller institution, is likely to translate 
this proposal in terms of his own man- 
power availability. Obviously, it takes 
extra time to study and adjust individual 
needs rather than deal with brutal mathe- 
matical averages. There is no short cut 
to the millenium in this or any other 
field, but there is an untapped reservoir 
of available hours and rich experience in 
trust officers who were retired automati- 
cally when they reached sixty-five, irre- 
spective ‘of their continuing ability to 
furiction effectively. Such men can be 
employed on a part-time basis to help 
busy trust executives over peak periods, 
or to relieve them during vacations or 
when they are away at conventions. The 
College of Idaho, wanting to upgrade its 
faculty within the limitations of its small 
budget, found a bonanza in vital profes- 
sors who had been retired by ‘other in- 
stitutions. And there is a lesson for us in 
the fact that communications enterprises 
in Latin America and elsewhere stand in 
line to pick up Bell System engineers, 
scientists, and technicians who are au- 
tomatically retired at sixty-five. 











Our Q()th ANNIVERSAR Y YEAR 


Commemorating this event, we have just published 


“A TEN YEAR INVESTMENT FORECAST 
1960-1970" 


This research work examines the background for 
investment opportunities in the next decade and dis- 
cusses nine industries likely to show superior growth. 
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ECONOMIC EDUCATION PROGRAM 


HAROLD L. CHEADLE 


Secretary, Committee for Economic Growth without Inflation, 
American Bankers Association 


N A FIRM BELIEF THAT THE BEST WAY 
I to insure vigorous economic growth 
and to curb inflation in the United 
States is through wide public under- 
standing of the dangers of inflation and 
of measures needed to support a sound 
dollar and economic progress, the 
American Bankers Association last 
August embarked on a long range pro- 
gram of banker and public education 
through its Committee for Economic 
Growth without Inflation. Casimir A. 
Sienkiewicz, president of the Central- 
Penn National Bank of Philadelphia, is 
chairman of the Committee. 

The objectives of the A.B.A. program 
are primarily to arouse, through educa- 
tional activities, a widespread public de- 
termination to follow sound financial 
policy and, to a lesser extent, to en- 
courage sound legislation. 

Initial steps toward the educational 
objective have been taken through mail- 
ing to the A.B.A.’s 17,169 member 
banks a wide variety of economic litera- 
ture of which its recently published 8- 
piece kit of educational aids is an exam- 
ple. The focal point of this kit is a 36- 
page booklet entitled ‘‘Economic 
Growth, Inflation, and You.” This, and 
one entitled “A Banker Discusses Infla- 
tion, Credit Control, and Interest Rates,” 
are intended for selective distribution 


among bankers and bank customers in 
each community. In addition, the kit 
contains six 8-page leaflets for broad 
distribution to members of bank staffs, 
educators, bank depositors, and the gen- 
eral public. Written in nontechnical 
language these leaflets discuss the vari- 
ous aspects of economic growth and 
inflation. 

The booklet, “Economic Growth, In- 
flation, and You,” does not attempt to 
answer all the complex questions in- 
volved. Rather it concentrates on basic 
phases such as, (1) Economic growth 
depends primarily on private saving and 
investment; (2) Inflation is the enemy 
of growth; and (3) We can achieve both 
the dependable dollar and vigorous 
growth if we are determined to do so. 

To encourage activities in support of 
the A.B.A. program, the Committee cur- 
rently is making arrangements in co- 
operation with state bankers associations 
and other organized groups for speakers 
to focus on the growth-inflation chal- 
lenge. The Committee will provide guid- 
ance and information for speakers. A 
big forward step in this phase of the 
program was taken recently with the 
cooperation of the National Association 
of Bank Women,, which has set up a 
special committee to promote the 
A.B.A.’s educational program. 








Institutional Research Department 


Continuing and comprehensive research 
is conducted in the following fields: 


Paper Industry 
Glass Industry 
Non-Ferrous Metals Industry 


Reports are available. We invite your inquiry. 


BURNHAM AND COMPANY 


MEMBERS NEW YORK AND AMERICAN STOCK EXCHANGES 


15 BROAD STREET, NEW YORK 5, N. Y. 
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One of the most potent dangers from 
inflation, the A.B.A. Committee points 
out, is that as costs and prices in the 
United States rise, American producers 
find it harder to compete with foreign 
products, both in foreign markets and at 
home. While this problem has not yet 
become too serious because other coun- 
tries have also suffered from inflation, 
in recent years more and more nations 
have taken steps to bring their price 
levels under control. Some countries 
have suffered severely from inflation 
and, as a result of their experience, have 
found the means to bring it to an end. 
Unless the United States can do the 
same, the problem will be increasingly 
difficult of solution. The booklet points 
out that our international balance of 
payments to and receipts from other 
countries has already suffered a market 
deterioration and concomitant outflow 
of gold. A continued outflow could 
cause foreigners to lose confidence in 
the value of the dollar and if corrective 
measures are not taken, devaluation of 
the dollar might become necessary. This 
would be a disaster not only for the 
United States, but for the entire free 
world, which looks to the dollar as a 
reserve for foreign currency and as a 
medium to financing international trade. 


Other work in the public education 
phase of the Committee program in- 
cludes a small book dealing with indus- 
trial wage and price practices written 
by John M. Clark, emeritus professor of 
economics at Columbia University. This 
book will be distributed in university 
and bank circles on request, and has 
already been used before Congress. 


The A.B.A.’s views on the potential 
dangers of inflation to our foreign trade 
and political leadership in the free world 
was set forth clearly in a statement be- 
fore the Senate Banking and Currency 
Subcommittee considering amendments 
to the Employment Act of 1946. This 
statement emphasizes that: “The dollar 
is not by any means in serious trouble 
at the present time. On the other hand, 
we cannot ignore the huge foreign 
claims on our currency, nor can we 
afford to be complacent about the threat 
which further inflation would pose to 
the international value of the dollar.” 


While losses of foreign markets have 
been modest, it appears that there is 
need to prepare ourselves for intensified 
foreign competition. There is real dan- 
ger, the A.B.A. says, that those affected 
may come to the Congress with requests 
for higher tariffs, quota restrictions, and 
other obstacles to competition. Such a 
course would make the problem worse. 
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MOODY’S INVESTORS YIELD TABLE 


Prepared monthly for TRUSTS AND ESTATES by Moody’s Investors Service 
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—— End of Month —— Range of Period 
1960 1960 1959 1960 1951-59 " 
1946-50 1941-45 1931-40 1919-1930 
June May June High-Low High-Low " 
1. U. S. Government Bond Yields 
3-Year Taxable Treas. _.............. % 3.98 4.37 4.54 5.11-3.93 5.17-1.35  1.68-0.90 1.32-1.07 (a) (a) (a) 
5-Year Taxable Treas. —................ % 4.07 4.43 4.50 5.07-4.02 5.10-1.75  1.87-1.06 1.70-1.24 (a) (a) (a) 
10-Year Taxable Treas. —................... % 4.09 4.29 4.38 4.91-4.08 4.87-1.95 2.10-1.38 2.10-1.49 (a) (a) (a) 
Bank 2%s, 9/15/72-67 a 3.92 4.07 4.21 4.68-3.88 4.64-2.21 2.43-1.96 2.48-2.03 (a) (a) (a) 
Victory 24s, 12/15/72-67 Y/, 3.88 4.03 4.10 4.59-3.82 4.58-2.44 2.48-2.08 2.50-2.37 (a) (a) (a) 
3%s, 1983-78 — % 3.84 4.08 4.08 4.44-3.84 4.39-2.59 (b) (b) (b) (b) 
3s, 1995 ica % 3.68 3.78 3.83 4.10-3.64 4.06-2.94 
2. Corporate Bond Yields 
Aen Geted inoeg Team q 4.44 4.48 4.47 4.61-4.44 4.61-2.65 2.91-2.45 2.88-2.59 5.75-2.70 6.38-4.42 
Aa Rated Long Term —____. % 4.59 4.62 4.59 4.78-4.55 4.78-2.70  2.98-2.53 3.06-2.66 7.03-2.99 6.84-4.59 
A Rated Long Term i 4.80 4.85 4.71 4.95-4.78 4.92-2.87 3.28-2.67 3.39-2.78 9.23-3.35 7.71-4.91 
Baa Rated Long Term -__...... % 5.28 5.28 5.05 §.37-5.16 5.32-3.15 3.57-2.93 4.47-3.06 12.96-4.42 8.56-5.32 
38. Tax Exempt Bond Yields 
Aaa Rated Long Term -__......... % 3.30 3.38 3.45 3.55-3.28 3.65-1.28 1.98-0.90 1.84-0.93 2.81-1.56(d) (d) 
Aa Rated Long Term _....__._._._.___._ % 3.50 3.60 3.73 3.76-3.50 3.81-1.37 2.21-1.04 2.11-1.21 3.02-1.78 (d) (d) 
A Rated Long Term —_........ ~ 3.80 3.86 3.97 4.06-3.75 4.03-1.72  2.64-1.28 2.49-1.49 3.29-2.11(d) (d) 
Baa Rated Long Term __........ % 4.24 4.33 4.38 4.46-4.22 4.51-1.98 3.05-1.57 2.94-1.80 3.71-2.60(d) (d) 
4. Preferred Stock Yields 
Industrials—High Dividend Series 
Se TO, 4.68 4.77 4.71 4.82-4.68 4.85-3.80 4.09-3.28 -37-3.55 6.54-3.83 6.79-4.75 
Medium Grade ..............._... % 5.27 5.31 4.99 5.31-5.21 5.60-4.45 5.08-4.14 5.94-4.33 12.73-4.91 8.05-5.61 
Industrialsk—Low Dividend Series 
ee Se a % 4.50 4.55 4.47 4.68-4.47 4.67-3.45 3.92-3.27(e) (e) (e) (e) 
Medium Grade —....... J 4.81 4.85 4.88 4.98-4.80 5.16-3.80  4.20-3.52(e) (e) (e) (e) 
Utilities—Low Dividend Series 
High Grade Racha nie ame 4.90 4.94 4.85 5.06-4.83 5.12-3.77 4.24-3.40(e) (e) (e) (e) 
Medium Grade —................ % 5.09 5.07 4.96 5.30-5.04 5.34-4.17 4.65-3.69 (e) (e) (e) (e) 
5. Common Stocks 
125 Industrials—Prices (g) —__.... $178.62 174.47 187.48 178.62-169.82 196.07-66.75 64.46-43.20 49.30-22.69 49.10-10.56 78.06-34.81 (f) 
125 Industrials—Div. (g) S 6.06 6.05 5.80 6.06-6.03 6.01-4.13 4.44-1.76 1.94-1.52 2.05-0.72 2.53-2.16(f) 
125 Industrials—Yields % 3.39 3.47 3.09 3.56-3.39 6.79-2.96 7.29-3.20 7.71-3.56 10.13-2.59 6.21-3.19(f) 
(a)—U. S. Govt. Bond Yields in this series date from Jan. 5, 1943. (e)—Low Dividend Preferred Yield Averages in this series date from 


(b)—U. S. Govt. Bond Yields in this 
(c)—U. S. Govt. Bond Yields in this 
(d)—Tax Exempt Yield Averages in 
*Revised 


series date from April 15, 1953. 
series date from Feb. 15, 1955. 
this series date from Dec. 1, 1936. 


Jan. 2, 
(f)—125 Industrials Averages date from Jan. 1, 1929. 
(g)—Dollars per share. 


1946. 





JuLy 1960 
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Eguities Finp NICHE 
IN Pusiic FuNpbs 


Four institutional areas have offered 
varying degrees of resistance to the 
steady infiltration of common. stocks 
into investment portfolios over the past 
25 years but it now appears that per- 
haps the staunchest stronghold of con- 
servatism has been breached, according 
to a recent survey by the Investment 
Bankers Association of America which 
shows equities at book value of some 
$170 million, out of total assets of about 
$10.2 billion, held by state employees 
pension funds. 

These public funds, which provide 
for retirement benefits for public serv- 
ants and teachers have, in common 
with the union welfare funds, been the 


principal holdouts against stock invest- , 
ment and have in the main held to a: 


traditional diet of government, state 
and municipal obligations. Savings 
banks have remained committed to 
‘mortgages and _ other fixed - income 
media with only tentative forays into 
stocks in recent years, while life insur- 
ance companies have made but token 
advances into the field. Valuation comp- 
lications under state supervisory agen- 
cies have no doubt militated against 
greater participation but even the token 
stock percentage of total admitted as- 
sets now on the life companies’ books 
adds up to several billions of dollars. 

The Association’s survey was _pre- 
pared in cooperation with state officials 
and covers all major state pension and 
teachers retirement funds, excluding 
state funds for other purposes and muni- 
cipal pension funds. The report dates 
are largely during 1959 with a few 
falling into 1960. 

The following 15 states are holders of 
common stocks, according to the sur- 
vey: Alabama; Arizona; Connecticut; 
Georgia; Hawaii; Kentucky; Louisiana: 
Maine; New Hampshire; New Mexico: 
Ohio; Rhode Island; Texas: Vermont: 
Wisconsin. 


The range of percentage portfolio 
placed in common stocks is from a top 
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of 23.21% of Wisconsin’s $333 million 
total, by far the most important both 
in percentage and actual size, down to 
that of Vermont, .23% of $26 million. 
The second in percentage ranking is 
Rhode Island at 20.49%, followed by 
a drop to New Hampshire’s 11.05%, 
with the others below 10% of their 
portfolios. It is perhaps noteworthy 
that the three largest state funds are 
non-equity minded: New York ($1.8 
billion); California ($1.5 _ billion); 
Pennsylvania ($953 million). Further 
liberalization appears inevitable in due 
course, however. 


WeELL WortH TRYING 


It is becoming increasingly obvious 
that we cannot support vital global com- 
mitments indefinitely while simultan- 
eously carrying a “temporary” debt bur- 
den of $293 billion and still initiate 
more grandiose social programs. Sur- 
vival in a hostile world is the first con- 
sideration and a prompt return to fiscal 
sanity deserves the early attention of 
political leaders, regardless of party af- 
filiation. 

The march of socialism in government 
has been so consistently insidious that 
the generation now reaching maturity 
takes billion dollar headlines for grant- 
ed. The accompanying appalling decline 
of the dollar makes an increasing num- 
ber of citizens wonder whether we can 
afford to spend $50.000 at Cornell Uni- 
versitv. as part of a $160 million appro- 
priation to the National Science Founda- 
tion, to study bird sounds, while at the 
same time giving Egypt money to restore 
the Svhinx and Pyramids How can we 
afford the shocking waste uncovered in 
disbursement of foreign assistance mon- 
ies and in defense procurement while we 
prolong for another year the nuisance 
excise taxes on telephones and travel, as 
well as the existing high rates on corpo- 
rate and personal incomes? 

As crying as is the need for lower 
taxes to provide from individual savings 
the equity base for the much-heralded 
“population explosion” and the added 
production facilities it will require, many 


citizens would still be willing to sweat 
along under present burdensome rates 
for a few years if this would assure 
some substantial reduction in the tower- 
ing public debt. There can hardly he 
doubt in the mind of any informed per- 
son that savings running into the bil- 
lions could be quite easily effected with- 
out loss of necessary services if our poli- 
tical incumbents really believed that the 
benumbed electorate wanted economy 
rather than handouts. A return to ele- 
mentary arithmetic and the homely vir- 
tues of pay-as-you-go would assure an 
economy fully able to counter recurring 
emergencies forced upon us by planned 
aggression. 

Perhaps some astute candidates for 
public office this year will reverse the 
field by going all out for a platform of 
strict economy. It would certainly be a 
switch and maybe a key to their election. 


Appitions To N. Y. LEGA List 


The July 1 annual list of investment 
legal for New York State savings banks 
now includes more than $41 billion of 
corporate obligations, setting a new high 
for this category by $1.7 billion. Elec- 
tric and gas companies form the largest 
sector with $19.4 billion, followed by 
telephone companies at $7.2 billion, rail- 
roads $6.7 billion, industrial companies 
$4.5 billion and financial organizations 
totaling $3.2 billion. New names in the 
public utilities include St. Joseph Power 
and Light, General Telephone Co. of 
Florida and the Chesapeake and Poto- 
mac Telephone Co. of West Virginia. 
The only new railroad obligation, apart 
from new issues of equipment trusts, are 
bonds of the Charleston and Western 
Carolina Railway Co., assumed by the 
Atlantic Coast Line R. R. Co. 

In addition to the above private obli- 
gations, the list includes the usual gov- 
ernmental entities, as well as 32 revenue 
issuers. A special feature is the appear- 
ance of additional Canadian bonds to- 
taling almost $862 million. 


1 I M F Eguiry CHANGES 


The topsy-turvy action of stock prices 
during the first half of this year has mo- 
tivated more than normal activity in the 
equity portfolio of the Institutional In- 
vestors Mutual Fund, Inc., although sales 
to accommodate withdrawals were also 
a partial contributing factor. This pooled 
investment fund numbers 79 New York 
State mutual savings banks, together 
with the life insurance departments of 
14 such institutions, as participants. 

At the June 30th report date, the Fund 
had a per share market valuation of 

(Continued on page 664) 
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STCCKS HELD BY INSTITUTIONAL INVESTORS MUTUAL FUND 
(At Close of June 30, 1960) 





MARKET 
SHARES VALUE 
(in thousands) 
AUTOMOBILES 
6.000 General Motors ~~ $ 264 
(53%) ——— 
BurLtpinG MATERIALS 
7,400 US. Gypsum 3 ‘634 
(167%) ——— 
CHEMICALS 
7.000 American Cyanamid Se Baz 
3.600 E. I. du Pont a eWed aa, 752 
15,000 Eastman Kodak ; 1.886 
13.500 Hercules Powder re 925 
8.500 Hooker Chemical = 286 
5.890 Pennsalt Chemicals 160 
1.000 Stauffer Chemical —_. 226 
(9.28%) $ 4,636 
CONFECTIONERY 
16.500 American Chicle $ 1,052 
(2.135%) ——— 
CONTAINERS 
21.800 Anchor Hocking — $ 943 
7.000 Continental Can _ 275 
5.300 Owens-Illinois Glass - Z 610 
(3.66%) $ 1.827 
Drucs 
3.000 Abbott Laboratories —__.. $ 190 
28.500 McKesson & Robbins 1,404. 
21.000 Mead Johnson 2,289 
15,500 Merck & Co. _.. 1,314 
14000 Sterne Direg — 910 


(12.23%) $ 6,106 


ELECTRICAL EQUIPMENT AND ELECTRONICS 
6,500 General Electric a 
3.400 Westinghouse ers 195 


(1.59%) $ 795 


ELectricaAL UTHLITIES 








15.500 American Electric Power ..$ 887 
21,000 Baltimore G. & E. __... NEES 557 
13,500 Cincinnati G. & E. 537 
7.200 Commonwealth Edison _.. 464 
6.000 (Con. Edison, N. Y. 395 
16,009 Gulf States Utilities — 588 
Ig3a0e idaho Pewer —§......___.... 736 
6,000 Kansas City P. & L. _.... 318 
12,000 Louisville G. & E. 606 
17,000 Northern States Pr., Minn. 468 
16,090 Oklahoma G. & E. __ 538 
7.300 Philadelphia Electric —. 365 
(206 So. Calitornia Ed: 426 
8,500 Texas Utilities 709 
18.090 Virginia Elec. & Pr. _ 911 
10.009 Wisconsin Elec. Pr. 390 
(17.83%) $ 8,893 
FINANCE 
34,000 Beneficial Finance - $ 1,029 
8.500 Commercial Credit 520 
(3.10%) $ 1.548 
Foops 

12,500 General Foods _......._--- $ -~:1,613 
8,500 National Dairy =. S510 
(4.25%) $ 2,123 

Juty 1960 


SHARES 


13,000 
16.000 
27.000 


4,000 


30,000 


5,000 


5.000 
8.000 


3,400 


25,000 


3,500 


19,000 
7.000 
5,900 

13,000 
7,500 
5,000 
6,800 

10,000 


23,000 
28,000 
21,000 

9,500 


3.009 


9.500 
8.900 


8,500 


15,000 
8.509 


845,000 


MARKET 
VALUE 
(in thousands) 


INSURANCE 
Continental Casualty $ 967 
Hartford Fire Insurance 791 


United States F. & G. 1,110 


(5.76%) $ 2,868 
MACHINERY 


Ingersoll Rand $ 288 
(.58%) ——— 
MISCELLANEOUS 
General American Transpor- 
tation $ 2,370 
Halliburton Oil Well 
Cementing 194 





(5.14%) $ 2,564 

NATURAL GAs 
Consolidated Natural Gas ..$ 230 
Peoples Gas L. & Coke 506 


(1.47%) $ 736 
NON-FERROUS METALS 


Aluminum Co. of America .$ 285 
(so) ——— 

OFFICE EQUIPMENT 
Pitney-Bowes $ 981 
(1.97%) —— 

PapPerR AND Pup 
Crown Zellerbach $ 156 
(31%) —— 

PETROLEUM 

Continental Oil - $ 907 
Louisiana Land 347 
Shamrock Oil &. Gas 189 
Shell Oni... 452 
Skelly Oil —_-. 289 
Standard Oil (N. J.) 293 
Texaco, Inc. __.. 496 
United Carbon ~ 566 


(6.91%) $ 3,448 


RAILROADS 
Atchison, Top. & S.F. $ 400 
Southern Pacific — 101 
Union Pacific _ ; 108 





(1.22%) $ 609 
RETAIL TRADE 


Jewel Tea —..... $ 1,098 
National Tea ; 462 
J. C. Penney - 935 
Sears, Roebuck 521 
(6.04%) $ 3,016 

Soaps 
Procter & Gamble $ 348 

(.70%) —— 

STEEL 
Bethlehem Steel $ 430 
U.S. Steel 641 


(2.14%) $ 1,071 
TELEPHONE 
American Tel. & Tel. $ 759 
(1.52%) ——— 
TirE AND RUBBER 
Firestone Tire _.$ 566 
ae Sods 538 
(2.21%) $ 1,104 
Tot. Com. Stock ..(92.79%) $46,310 


BUSY 
TRUST 
OFFICERS 


are invited to 
send for a copy of 


“PLANNED 
INVESTMENT 
FOR BANK TRUST 
DEPARTMENTS” 


| The complex task of administering trust 
funds is one that takes an increasing 
amount of your time and effort. As a 
bank trust officer you are well aware 
of this, and you know that one of the 
most important of your problems is the 
management of the securities portfolio 
itself. 


Knowledgeable as you may be about 
| investments, haven’t you often felt it 
would be very helpful to have a group 
of competent-outside advisors regularly 
available? Haven't you wished that the 
investments of each of your trusts could 
have the advantages of professional ad- 
visors who would be available to you 
| at all times? 


The specialists in the Planned Invest- 
ment Department at Smith, Barney & 
Co. are ready to give you this kind of 
help. 





| 


| If you would like to know more 


about our investment services and how 
they can help you, send for a copy of 
| our brochure, ‘Planned Investment for 
| Bank Trust Departments.” 


Smith, Barney & Co. 


| 
| Members New York Stock Exchange 
and other leading exchanges 


20 Broad Street, New York 5, N. Y. 
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$226.07, only a shade below the record 
high of $226.50 at June 27th market. 
The estimated dividend return on the 
stock portfolio at cost is 5.15% and on 
total assets of $49.9 million the yield is 
4,99%. Total holdings of common stock 
are 845,000 shares, compared with 812,- 
600 at the end of 1959, representing 
92.79% of fund assets. 

Electric utilities continue to lead the 
list with 17.83% of invested assets. Five 
positions were increased slightly, while 
three were reduced. In second place is 
the drug group at 12.23% ; here McKes- 
son and Mead Johnson were increased 
and Merck and Sterling Drug lightened. 


Chemicals hold third rank, with Her- 
cules and Hooker increased and Penn- 
salt sharply reduced. 

The petroleum group is now down to 
6.91% from 9.47% at last year-end. On 
the plus side are found Continental, 
Louisiana Land and Shamrock, while 
Standard of New Jersey was drastically 
pared, Skelly and United Carbon mod- 
erately lower and Ohio Oil eliminated. 
The only other issue completely sold out 
was Union Carbide. 

The new arrivals in the portfolio are: 
3,000 Abbott Laboratories, 5,000 Con- 
solidated Natural Gas, 3,000 Proctor and 
Gamble and 4,000 Stauffer Chemical. 





Selecting Securities in a 


One-World Economy* 


We are in one of the most “dog-eat- 
dog” international competitive eras that 
the United States of America has ever 
encountered. 


I recall, several years ago, that the 
Soviet’s Nikita Khrushchev said: “At last, 
we, the Russians, have got the American 
labor costs up to a level where we can 
turn the cold war into an economic trade 
WE x4. 

. .. If we’re going to do a good job 
for the people whose money we manage, 
we must broaden our horizons in analy- 
tical and research work, and make sure 
that when we are doing our selecting we 
give due consideration to investment 
opportunities outside our own confines. 

*John P. Case, Board Chairman and Trustee, 


Chase Fund Trustee, Shareholders’ Trust of Boston. 
From article in The Financial Analysts Journal. 


We’ve become so accustomed to think- 
ing that the U. S. was the only place in 
which to invest money, that we have 
tended to neglect the opportunities that 
may be emerging elsewhere in the world. 
. . . A changing scheme of things out- 
side of this country makes it worth- 
while reconsidering whether our past 
prejudices are still valid. 

. . . The convertibility and the gold 
backing of other currencies has reached 
a point where this particular prejudice, 
at least for the time being, is unwar- 
ranted. It seems the trend is in the other 
direction. 

... It’s been very clear in recent years 
that the European peoples as a whole 
have learned their lesson about Social- 
ism. I’m not sure whether we have. The 
British election results tend to confirm 
this thesis. German people have a very 
live understanding of what inflation 
really means, and they’re willing to make 
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certain sacrifices in order to prevent a 
recurrence of those vicious trends. . . . 

The rate of economic growth, which 
is one of the things that has tended to 
concentrate investment interest in U. S. 
and Canadian securities, may well dic- 
tate a fundamental revision of thought. 
My own belief is that the economic 
growth, within the United States in the 
next decade, is not going to be as great 
as in Europe. 

. . . You couldn’t have mass purchas- 
ing, as we know it, in Europe so long as 
there were tariff barriers separating all 
the various segments of Europe. It’s ex- 
actly as though we had had every state 
in the U. S. levying tariffs against every 
other state. . . . Now, this same mass 
production technique is emerging in Eu- 
rope, because of the mass market. And 
so again, we are losing the advantage 
that has been uniquely ours, of mass 
production which again has camouflaged 
our labor costs. . . . 

. . . Talking about modern machinery 
and plants, Europe won’t take second 
place to anything we have in this coun- 
try today. It’s true, that in some cate- 
gories Europe’s quality is not up to 
ours; but in others I think it’s superior. 
We’re going through a technological 
revolution; and in this process, the coun- 
tries with the highest cost of labor may 
be in the most difficult position to with- 
stand the shock of bridging the gap 
from one type of economy to the next. 

It behooves all of us, from an analy- 
tical standpoint, to apply the convention- 
al yardsticks such as times earnings ra- 
tio, cash flow, percent spent on research, 
return on capital, financial strength, 
competitive position, growth potential of 
markets, and labor as a percent of fin- 
ished product cost — without regard to 
the geographical location of the individ- 
ual company. 

. . . If we can hold our labor costs 
stable here, we may, in this way, narrow 
the gap between U. S. Production costs 
and foreign costs. From an investment 
standpoint, however, even if we buy into 
those companies which have the Euro- 
pean and other foreign productive facili- 
ties, we still benefit only in a minor way. 
due to the fact that they have relatively 
small productive capacities outside of 
this country... . 

I believe the United States economy 
is in for a period of belt tightening. ... 
We’re coming into a period where, at 
best, we must try to hold our own and 
make sure that our costs come down in 
every possible way. Otherwise, our com- 
petitive position in the world, as a 
whole, is going to be further under- 
mined, ... 
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AST JULY THE HARTFORD ELECTRIC 

Light Co. was faced with the prob- 
lem of determining whether or not there 
had been an accumulation of iron oxide 
deposits in the boiler superheater tubes 
at the Stamford Station. Until then, the 
only feasible way to do this was to 
cut out a few tubes at random for ex- 
amination and then weld them back in 
place — a costly job that can lead to 
future trouble. Even then, it was im- 
possible to be sure the right tubes had 
been picked for the check. 

This time, a tiny pill of radioactive 
isotope Iridium 192 was placed against 
the tube to be examined with standard 
X-ray film on the other side. The radio- 
graphy revealed no appreciable oxide 
but it did show moderate pitting, which 
was more or less unexpected. As a re- 
sult, the more seriously pitted tubes will 
be given periodic radiological examina- 
tion in future, thus reasonably ruling 
out the chance of forced outage through 
failure in this boiler section. 

The motions in a ball-bearing, and 
hence the wear processes, are complex. 
An accurate measurement of wear rate 
in the past has required many hours of 
operation, tedious measurements and 
considerable subjective interpretation 
of results, But with the help of Industrial 
Nuclear Consultants, Inc., Fafnir Bear- 
ing Co. has found that by making one 
bearing element radioactive, the radio- 
active debris in the lubricant can be 
continuously checked and an estimate 
of relative wear rates under different 
operating conditions quickly made. By 
a similar method, manufacturers of pis- 
ton rings and the oil companies are 
determining wear of rings and cylinder 
walls readily and accurately. 

One of the products of the Seamless 
Rubber Co. is pressure sensitive adhe- 
sive tape. If too much adhesive is ap- 
plied to the “web” (backing of cloth, 
paper or plastic film), the adhesive 
oozes from the edge of the tape or per- 
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mits it to slip. If insufficient adhesive is 
applied, the tape doesn’t hold properly. 
Until radioisotope gauges came onto 
the scene during the past ten years, 
Seamless had tried various mechanical 
devices to control gauging adhesive 
thickness, but had found it necessary to 
rely heavily on hand gauging. These 
methods had produced an accuracy of 
plus or minus one ounce per square 
yard of adhesive, or an overall spread 
of two ounces. 

Today, with a radioactive thickness 
gauge made by Tracerlab, Inc., Seam- 
less has been able to cut the former 
tolerance in half, producing a definite 
saving in material, a much more uni- 
form product, and increased customer 
acceptance. The quality check is accur- 
ate and continuous, costs can be com- 
puted exactly and rejections are consid- 
erably under one per cent. 

Scovill Manufacturing Co. makes 
metal castings by a continuous process, 
with metal fed into the machine. The 
rate is controlled by a simple needle 
valve moved up and down no more than 
three-eighths of an inch by a man con- 
tinuously adjusting a small knob. It’s a 
skilled, exacting job and two men 
handle it, spelling each other at half- 
hour intervals. The company was sure 
there must be a better way. 

After considering some 18 different 
approaches, Scovill turned to Industrial 
Nucleonics and the use of radioactivity 
to “look” through the mold and enable 
automatic control of the feed rate, with 
one man supervising the operation. The 
new equipment, now being installed, is 
expected to save the cost of three men 
(the company is on three shifts) plus 
increasing quality due to a smoother 
operation. 

These capsule case histories give 
some idea of the nature of the contribu- 
tions radiation is making to American 
business. After surveying 588 companies 
in twenty different industries, the Na- 





Vice President, Bozell & Jacobs, Inc., in charge of Nuclear Energy Division 


RADIATION IN INDUSTRY AND AGRICULTURE 
BRINGS SAVINGS IN TIME AND MONEY 


tional Industrial Conference Board last 
year arrived at an estimate that indus- 
try was realizing savings of some $39 
million annually. This is far under the 
figure often used by Dr. Willard Libby 
of the AEC of a $500 million contribu- 
tion to the economy “through improved 
products, improved processes and_in- 
creased productivity.” 

But, as NICB notes, “The total eco- 
nomic value of radioisotopes in indus- 
try cannot be accurately assessed. A 
product which has been materially im- 
proved may not only return a higher 
profit to the maker, but may contribute 
lower costs and higher value to those 
who use or resell it. This study con- 
cerned itself with only the first link in 
the chain.” 

The fact is that most companies have 
been seriously working with radiation 
for only three to five years and rarely 
more than 10 years. Another five to 10 
years should see at least half a dozen 
new and important radiation processes 
on the market. In order to accelerate 


One of two 2500-watt “sub-generators” which 
make up largest thermoelectric power plant 
ever constructed is shown under test at 
Westinghouse new products laboratories. 
Enough electric power is generated to carry 
full lighting load of 8 to 10 average homes. 
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growth of this field, the AEC established 
an Office of Isotopes Development in 
1958, under the direction of Dr. Paul 
C. Aebersold. 

AEC has issued over 1,600 licenses to 
industry for radioisotopes, and the esti- 
mated number at the beginning of 1960 
was up 26° over 1958. The Commission 
has distributed isotopes with a total 
value of over $19 million since 1946. 

Says Dr. Aebersold: “After 15 years 
of postwar atomic energy development, 
radioisotopes have emerged as the front 
runner in everyday benefits and con- 
tinue to show great further potential. 
They have demonstrated tremendous 
versatility as tools in attacking scientific 
and industrial problems.” 

E. Eugene Fowler, Dr. Aebersold’s 
deputy, said recently: “In spite of 
growth in_ radioisotope applications 
over the past 13 years, we do not feel 
that more than a fraction of the poten- 
tial benefits has been realized. One rea- 
son why industry has not been putting 
these useful atoms to work at a faster 
rate is the vast complexity of American 
industry: there are literally thousands 
of operations in which radioisotopes 
might be used but for which necessary 
technology has not yet been developed. 
Another reason is the relatively limited 
number of isotopically-trained scientists, 


engineers and technicians to expand 
their applications. A third reason is 
plain unfamiliarity with these new in- 
dustrial tools.” 

In its program, AEC is encouraging 
and sponsoring research and develop- 
ment to evolve more new fundamental 
methods, increased understanding of 
the mechanics involved and new means 
of measuring radiation. At the same 
time, AEC is trying to broaden the field 
of application, operating a much-needed 
training program and, while offering 
commercial quantities of isotopes for 
sale “at economic prices,” the Commis- 
sion intends to encourage radioisotope 
production by private industry. 

In a report on “Radioisotopes in 
Science and Industry,” released in April, 
the Commission suggests that radioac- 
tive wastes from the increasing number 
of nuclear power plants “can be a val- 
uable byproduct instead of an increas- 
ing storage problem.” 


The Nature of Radioisotopes 


Radioisotopes are unstable atoms that 
give off radiation — alpha, beta or 
gamma rays. Radioactive forms of near- 
ly all elements can be created by bom- 
barding stable atoms with atomic parti- 
cles in a nuclear reactor or accelerator. 

It is the radiation that is industrially 
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useful. It is measurable, can pass 
through material, and also can alter its 
properties. Instruments for measuring 
radioactivity are so sensitive that just 
a few atoms will be recorded .. . in 
fact, in this way we can establish the 
presence of quantities of material too 
small to be observed by any other 
means. 

One important use for radioisotopes 
is thickness gauging, since penetration 
of a material is proportional to thick- 
ness and density. 

Another use is for gauging density of 
a liquid, powder or solid. The tobacco 
industry uses radioisotope gauges to 
control tobacco density in cigarettes. 

Radioisotopes are useful for gauging 
levels of a substance, where as the con- 
tent of a vessel rises, it cuts off or re- 
duces the radiation beam. 

Radiography is still another use; the 
radioisotope is far more portable than 
an X-ray machine. 

Radioisotopes are widely used for 
tracing, since they never lose identity 
when put through physical or chemical 
processes. For instance, underground 
leaks can be pinpointed or radioisotopes 
may be used for trouble-shooting in a 
petroleum cracking plant. 

Radioisotope batteries and _ electric 
generators for military and space use 
are under development. Radioisotopes 
also are used for self luminous light 
sources for signals and warning lights. 
Another use is to ionize air and there- 
by reduce static electricity, which is a 
fire hazard in various industrial opera- 
tions. 

Because radiation, in high intensity. 
has the ability to affect materials, it is 
presently and potentially useful for an 
additional group of applications. 
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Possibly the most important in this 
group is in the activation of chemical 
reactions. Radiation provides great flex- 
ibility, and also can produce pronounced 
changes in a single step, thus speeding 
conventional chemical processes. 

The structure of plastics may be bene- 
ficially altered by radiation. Irradiated 
plastics often resist high temperatures 
and chemical agents such as detergents, 
oils, acids and alcohols which would 
affect them in non-irradiated form. An 
example is high-temperature insulation 
tape, commercially available today. 

One polymer plastic may be grafted 
to another, thanks to radiation, to ob- 
tain desired characteristics such as in- 
creased water repellence. Already on the 
market is a tetrafluoroethylene polymer 
for use in wire insulation which can be 
brightly colored and in fluorocarbon ad- 
hesive tape, both products of potentially 
wide application. 

Gamma radiation has exceptionally 
promising pharmaceutical and medical 
uses. For pharmaceutical products it of- 
fers such advantages as (1) complete 
sterilization of tightly-packed containers, 
to process heat-sensitive 
products, (3) possible elimination of 
aseptic handling procedures currently 
used for many products, and (4) in- 
creased shelf life. 

For example, catgut, when sterilized 
by heat, loses elasticity and is weakened 
but this does not occur with radiation 
sterilization. The catgut is sealed in an 
aluminum package and then sterilized. 
Packaging cost is reduced and demand 
for the product appears to be high. 

Intense radiation also gives promise 
of reducing food spoilage, which costs 
Americans $13 billion annually. Radia- 
tion can kill bacteria in meat and other 
foods, stops potatoes and onions from 
sprouting and reproduction and growth 
of weevils in wheat and trichinae in 
pork. There is commercial interest in 
low-dose, rather than intense, radiation 
to extend shelf and refrigerator life for 
short but important periods for such 
foods as fresh fish and strawberries. 
This would supplement rather than re- 
place the conventional food processing 
methods of canning and freezing. 

Last Fall the U. S. Army announced 
deferral of plans to supply troops with 
food preserved by high intensity radia- 
tion because of “possible physiological 
effects,” although it is continuing re- 
search. The AEC says that human vol- 
unieers have lived on irradiated foods 
for weeks at a time with no ill effects. 
“There is no reason or statistically valid 
evidence,” according to AEC. “to be- 
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lieve that radiation-preserved foods are 
less wholesome than cooked foods.” 

The Commission’s Dr. Aebersold has 
forecast that by 1965 fresh fruits and 
vegetables preserved by low-dose radia- 
tion should be common. 

The largest beneficiary of radioiso- 
topes today, in terms of dollar savings, 
is the petroleum industry. Other indus- 
tries reporting substantial savings are 
chemicals, tobacco, paper, rubber, pri- 
mary metals, transportation equipment, 
drugs and plastics. Radioisotopes are 
also receiving substantial attention in 
the electrical machinery, electronics, 
fabricated metal products, food prod- 
ucts, general machinery, stone, clay and 
glass, and textile industries. 


Benefits to Agriculture 


Radioisotopes already have contribu- 
ted tremendously to agriculture, and 
promise to do so much more heavily in 
the future. Stanford Research Institute 
has set a minimum estimate of savings 
in agriculture due to radioisotopes at 
$180 million per year for the next 20 
years. 

The potential benefits to the livestock 
industry through elimination of insect 
pests, internal parasites, bacteria and 
viral diseases and nutritional disorders, 


plus selective breeding of southern dairy 
cattle through controlled mutations, are 
estimated at $172.5 million. 

Through the use of radioisotopes. 
principally in the role of tracers, Stan- 
ford Research Institute estimates the 
following potential increases in net re- 
turn: foliar fertilizers, 10% per acre; 
defoliants for cotton, $10 per bale; sys- 
temic insecticides for cotton, $5 per 
bale; fungicides for vegetables, $2-5 
per acre; feed sterilization for animals, 
$5-10 per ton; control of irrigation 
water, $5-20 per acre; new crop vari- 
eties, $10-20 per acre. 


How Safe Are Radioisotopes? 


One problem in making full and ef- 
fective use of radioisotopes is safety. 
This involves emotions as well as reason. 
since radiation is invisible, has great 
penetrating power and can cause muta- 
tions. Unions generally have not yet 
taken a position, and no general rule 
has yet been established for workmen’s 
compensation in case of radiation in- 
juries. 

The AEC’s Eugene Fowler said re- 
cently: 

“ It is unfortunate that the prob- 


lems of fallout and radiation hazards 
from reactor accidents have been con- 
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fused in the public mind with con- 
trolled industrial use of tracers and 
isotopic devices. Under industrial use, 
radioisotopes are about the safest tool 
one can envision. Not only are gaug- 
ing and inspection devices safe, but 
they contribute very greatly to safety 
of other operations. It is likely that 
radioisotopes will improve the total 
accident and workmen’s compensation 
record. 

“For example, the use of gamma 
level indicators mounted externally 
on tanks containing corrosive chem- 
icals has eliminated need for men to 
enter such closed facilities at con- 
siderable risk to perform inspection 
and maintenance in internal float de- 
vices. The use of thickness gauges in 
many industries such as steel and 
calendaring allows the operator to re- 
move himself from the previous close 
physical proximity to the moving ma- 
terial and rotating machines. 

“Tt is most important that unwar- 
ranted trepidation, based on _ un- 
familiarity and lack of investigation, 
should not cause industry to lose the 
very real benefits that isotopes offer.” 


The Congressional Joint Committee 
on Atomic Energy held seven days of 
hearings recently on the question of 
radiation standards, with a number of 
interested organizations and individuals 
testifying. The problem is complex, in- 
volving as it does not only setting of 
standards but also coordination among 
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various federal bodies 
federal and state bodies. 
Some witnesses, including Dr. Alex 
Somerville of General Motors, pointed 
out that the detailed regulations and 
general red tape have a tendency to dis- 
courage industrial participation. 


and_ between 


Energy News Notes 
During the five-year period, 1954- 


1958, American industry is estimated to 
have sold and delivered approximately 
$1.5 billion worth of nuclear reactors, 
components, materials and services to 
the U. S. government, U. S. industry 
and foreign markets. This is the esti- 
mate of the Atomic Industrial Forum in 
its new publication, “Business Statistics 
on the Atomic Industry, 1954-1958.” in- 
tended as the first of a series of annual 
surveys. 

The estimated sales total does not in- 
clude nuclear weapons or nuclear pro- 
pulsion reactors for the naval and air- 
craft programs. nor does it include most 
of the costs associated with operation of 
government-owned research, develop- 
ment and production facilities. The data 
also shows an 88% average annual in- 
crease in dollar volume of sales, and a 
32% average annual increase in the 
number of companies and _ institutions 
reporting such sales during the period. 

Approximately $465 million in_pri- 
vate funds were spent for capital in- 
vestment in nuclear facilities during the 
five years. The largest amount — 30% 
of the total — was spent for uranium/ 
thorium ore processing facilities. The 
next largest amount was for nuclear 
power plants by utility companies. 

The AEC and the entire nuclear 


energy industry were stunned by the 
June 10 decision of the United States 
Court of Appeals for the District of 
Columbia, setting aside the AEC’s 
grant of a construction permit to the 
Power Reactor Development Corpora- 
tion for the Enrico Fermi plant near 
Detroit. The suit was brought by sev- 
eral unions, including Walter Reuther’s 
United Automobile Workers. 

In a 2-to-1 decision, the court struck 
at the procedure under which the Com- 
mission first issues a construction per- 
mit for a nuclear plant and then, upon 
completion and determination of safety, 
an operating permit. The court stated 
that a finding that the reactor may be 
operated at the proposed site without 
undue risk to the health and safety of 
the public must precede the issuance of 
a construction permit as well as an oper- 
ating permit. 

The court also criticized the Com- 
mission’s safety findings, asserting that 
“If enormous sums are invested with- 
out assurance that the reactor can be 
operated with reasonable safety, pres- 
sure to permit operation without ade- 
quate assurance will be great and may 
be irresistible . . . We think it clear . 
that Congress intended no_ reactor 
should, without compelling reasons, be 
located where it will expose so large a 
population to the possibility of a nu- 
clear disaster.” 


Judge Burger, dissenting, stated: 


“I respectfully suggest that my col- 
leagues are undertaking to assume re- 
sponsibilities which Congress vested 
in the Commission . . . From an er- 
roneous premise drawn out of thin air. 
the majority proceeds to draw an un- 
warranted conclusion. On what evi- 
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dence can we as judges say our ‘econ- 
omy cannot afford,’ or even that these 
appellees cannot afford, this large in- 
vestment of peaceful uses of nuclear 
energy? 

“T suggest our entire history is to 
the contrary. We invested not more 
millions but billions in the original 
development of nuclear fission on a 
totally unproven theory of physics. It 
was an act of faith in the views of 
physicists. Surely it cannot be seri- 
ously suggested that these giants of 
American industry which formed 
PRDC are not well able — and willing 
— to risk the loss of millions in ex- 
periments and research.” 


AEC Chairman John A. McCone said, 
“The issues raised by the court’s deci- 
sion are of very great importance to the 
Commission and to industry in connec- 
tion with matters of public health and 
safety.” AEC is consulting with the De- 
partment of Justice concerning possible 
steps to test the decision because of its 
far-reaching implications. 

Even before the court decision, at 
AEC and also at the Atomic Industrial 
Forum, which is the trade organization 
of the nuclear industry, there was con- 
cern over lack of general knowledge of 
the outstanding safety record of the 
nuclear industry, which is superior to 
that of industry generally. 

However, despite some adverse pub- 
licity and despite the court decision, in- 
vestor-owned electric utilities report no 
signs of appreciable public concern 
over safety of nuclear power plants. 
Multiple safeguards are designed into 
all such plants. Dr. Norman Hilberry, 
Director of Argonne National Labora- 
tory, has said that the chances of a 
catastrophic accident at a _ nuclear 
power plant are approximately as great 
as the chance that a great comet may 
strike and destroy the earth. 

Meanwhile, AEC’s Division of Reac- 
tor Development is just completing a 
study of so-called direct conversion, in 
which electricity is generated without 
the conventional turbogenerator. The 
study covers the four principal ap- 
proaches — thermionic, thermoelectric, 
magnetohydrodynamic (MHD) and the 
fuel cell. It is concluded that the poten- 
tials are very difficult to estimate at 
this stage, but the promise is great for 
application to conventional as well as 
nuclear power plants. American Electric 
Power Company is exploring MHD. 

Westinghouse recently announced the 
first successful thermoelectric generator 
of substantial size. Developed for the 
Navy, it is composed of two 2,500 watt 
units, giving a total of 5,000 watts or 
sufficient to light eight to ten average 
homes simultaneously. 
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e The environment of stability is neces- 
sary for growth in a meaningful and 
lasting sense. Failure to take the long- 
range viewpoint and combat inflation 
now may result in pricing ourselves out 
of foreign markets, loss of employment 
opportunities, and increased difficulty 
managing the formidable national debt. 
Self-restraint in daily decisions will en- 
able us to hold back inflationary pres- 
sures and maintain our free economy. 
Indeed, the basic issue between ourselves 
and the communists may be our self- 
discipline versus their governmental dis- 
cipline. 


From 1959 Annual Report, 
Bank of Virginia, Richmond 





TRUSTMAN HEADS FINANCIAL ANALYSTS 


Harold M. Ach- 
ziger, trust officer 
of The Fort Worth 
National Bank, was 
elected president of 
the Dallas Associa- 
tion of Investment 
Analysts last 
month. He also was 
elected to a three- 
year term as di- 
rector of the National Federation of Fi- 
nancial Analysts Societies. Achziger is 
in charge of the Trust Department’s In- 
vestment Section. 


HAROLD M. ACHZIGER 








He 
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HENRY ANSBACHER LONG INDEX of MUTUAL FUNDS 











| 2 a 4 5 6 7 8 9 10 
PORTFOLIO PRINCIPAL PERFORMANCE INCOME 
POLICY Base (100): Bid Price 6/30/50 


Net Investment 





For detailed explanation as to 
selection and interpreation of 
data see July 1959 issue, p. 690. 
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6/30/50 to : , offering price 
. Bid & Bid 

preferred stocks Pre-War 6/30/60 i. a — xm 

Recent 5-Yr. range | 12/30/39 Low High Distr. 12 Mos. Avg. 

BALANCED FUNDS 72.3 95.6 203.3 197.1 156.3 3.11 3.30 
1 American Business Shares — axes Sores 51.6 59.5 48.6 74.2 97.5 151.3 151.3 108.3 3.36 3.48 1 
$ knots Fad “A” 59.2 643 49.4 63.1 96.3 206.0 194.3 126.6 234 269 2 
3 Axe-Houghton Fund “B” _--------- 74.1 77.1 67.7 55.5 95.9 215.5 211.8 165.4 241 2.93 38 
(Mie OS Se ee ee Pa 54.1 738.6 54.1 69.4 95.5 212.7 212.6 162.2 2.92 2.84 4 
5 Commonwealth Investment Co. —.......-—-- 65.7 76.0 65.7 57.6 84.0 208.3 200.0 164.7 2.87 3.04 5 
6 Diversified Investment Fund, Ine. 69.0 74.3 65.8 — 880 212.2 201.0 158.1 3.27 3.92 6 
7 Eaton & Howard Balanced Fund —.-.. 63.6 70.9 59.9 67.0 96.3 203.4 194.5 163.5 2.98 2.93 7 
8 Fully Administered Fund (Group Securities) 69.6 78.9 68.3 87.0 96.4 168.8 158.2 127.6 3.77 276 8 
9 General Investors Trust... 59.4 80.7 55.4 91.7 97.2 203.0 | 196.8 137.6 3.66 3.75 9 
i? Secciemcmemene! — 67.3 116 63.6 = 96.3 195.2 187.6 167.5 3.20 3.47 10 
li hee Mee Pod TFT 73.2 79.9 56.4 — 96.6 250.0 | 247.1 209.7 2.41 3.00 11 
12 Massachusetts Life Fund — oS Si ees 59.8 69.2 59.5 — 97.2 184.4 176.7 159.5 3.06 3.08 12 
13 National Securitiest—Income s Bereee. os 83.0 91.8 83.0 — 96:8 1883 172.5 136.7 431 4.73 13 
14 ‘Nation-wide Seenrmtucs 62.1 62.1 54.4 82.3 97.2 178.9 175.0 141.6 3.34 3.45 14 
1S Googe Puen Feed 74.0 74.0 £66.38 83.5 97.5 232.4 230.7 187.2 2.72 3.00 15 
16 Scudder Stevens & Clark Balanced Fund 63.0 67.3 58.7 74.6 97.3 187.6 178.5 143.3 2.95 3.06 16 
17. Shareholders Trust of Boston —. —_---------------- 55.4 74.9 55.4 — 96.3 217.6 215.0 161.0 $50 8:62 17 
18 Stein Roe & Farnham Balanced Fund ee 5O:1) 647 516 — 96.8 245.1 244.8 200.8 268 2.70 18 
19 Wellington Fund - Ss : ee ae 57.9 68.5 57.9 70.9 97.3 200.4 196.6 157.9 2399 3.12 19 
20 Whitehall Fund - ah AER enn ae En ee OE OL.Z 58.0 51.0 —_— 95.8 204.1 196.2 146.8 3.44 3.49 20 

FLEXIBLE FUNDS - 73.3 95.8 247.9 236.2 183.2 2.85 3.10 
21 Broad Street Investing Corp. --....--------..-..-----~ 85.1 87.9 77.3 — 65.1 93.7 284.8 267.9 220.7 334 3:50 21 
PEE SSS Es a a ONE 94.1 95.5 84.3 69.3 95.3 242.8 228.2 159.2 2.35 2:38 22 
Poe PPS SSE IST IRIE ead ee eae ee 89.9 99.9 52.7 — 96.6 402.6 393.0 326.8 1.98 1.98 23 
24 Fidelity Fund - i ee 84.1 96.2 84.1 — 95.4 302.4 279.5 227.7 2.62 $8.19 24 
25 Institutional Seandation Fund Basa 80.4 88.5 80.4 — 95.5 238.0 229.6 171.4 S42 357 25 
26 Bimicheveocwer fund 95.5 95.5 63.0 101.0 96.4 194.6 72 tis 3.00 3.48 26 
27 Loomis-Sayles EE ees 56.6 60.1 49.5 60.5 96.6 186.7 184.6 134.9 8.04 303 27 
28 Mutual Investment Fund ————.—...____.___... 81.2 84.0 55.8 74.6 95.7 184.3 171.8 127.8 3.00 2.96 28 
Be IE lacie schiin caccnicct rnin 538.2 66.8 53.2 78.4 97.2 176.5 170.7 126.8 3.48 3.53 29 
30 Selected American Shares —................-..-------------- 9E38 97.6 81.1 74.0 94.3 257.7 241.3 162.8 2.52 2.98 30 
31 Sovereign Investors Sane oie eee 22:35 91.1 913 98.3 98.2 284.6 259.6 234.8 3.88 8.70 31 
32 State Street Investment Corp. & ane ect 93.3 93.3 81.2 56.8 95.3 219.5 212.2 134.9 2.30 2.44 32 
33 Wall Street Investing Corp. —— $$$ $_$_ 84.8 88.2 78.2 — 96.1 259.9 257.4 2383.8 2.69 2.91 33 
34 Wisconsin Fund, Inc. eee 81.2 98.6 177.4 54.8 95.4 235.7 233.7 181.8 2.42 3.08 34 

COMMON STOCK FUNDS 65.8 94.7 313.6 298.9 237.0 2.48 2.81 
35 Afkliated Fund* - eee 86.9 90.3 84.5 61.0 93.6 238.8 282.4 1726 2.88 3.30 35 
ES ee 83.6 88.5 176.7 68.0 94.6 277.7 260.5 193.1 2.58 2.77 36 
37 Dividend Shares at Set ete: 88.4 88.4 81.6 73.5 98.6 243.2 235.2 188.6 S297 298. 37 
38 Eaton & Howard Stock Fund - Sacen ae 86.3 90.1 78.3 62.2 95.2 311.0 297.5 260.3 2.26 2.39 38 
39 Fundamental Investors — eis oa 98.9 99.2 96.7 54.5 94.4 307.8 285.4 238.9 2.24 2.70 39 
40 Group Securities—Common Stock aceenal 98.7 99.1 90.4 — 95.1 245.0 226.2 175.2 3.81 4.34 40 
41 Incorporated Investors —---:-.... Serres ewe oe 94.9 98.0 89.0 59.8 96.6 326.8 302.5 221.1 1.81 2.29 41 
42 Investment Company of America 88.8 95.5 177.6 64.1 94.1 304.4 301.6 206.6 222 247 42 
43 Keystone Growth Common (S-3) - 95.6 97.7 91.0 71.7 97.4 356.6 330.1 215.9 1.71 2.26 43 
44. Massachusetts Investors Growth Stock Fund . 96.1 99.3 92.9 69.6 94.7 403.2 396.4 336.6 1.50 1.74 44 
45 Massachusetts Investers Trust 98.2 99.7 97.3 76.6 95.3 332.6 309.0 279.6 2.83 S17 45 
46 National Investors ae: greets alten shee cba 98.6° 99.3 96.4 57.6 92.7 387.8 882.0 805.2 1.65 2.14 46 
47 National Securities—Stock. Series ee 94.2 98.9 93.9 — 98.6 247.0 220.38 165.0 3.88 4.41 47 
48 T. Rowe Price Growth Stock Fund — 87.8 89.7 gb — 94.6 449.5 440.5 368.3 1.79 2.08 48 
49 Scudder Stevens & Clark Common Stock Fund. 96.2 99.2 91.6 — 94.5 308.5 299.9 249.2 2.31 2.61 49 
SO United Intume Fund... - 89.3 97.3 89.3 — 95.4 278.3 262.9 215.3 3.46 3.38 50 

500 STOCK INDEX (Standard and Poor‘s)” — _— — 70.7 943 343.2 321.8 — — = 

CONSUMERS PRICE INDEX (B.1.S.)"” __.. , — — — 58.5 100.0 124.1 —= = = — 




















n—Adjusted to June 30, 1950 base; *—-Leverage operated until 2nd quarter 1950; Italics. indicate ex-div. or high or low price reached during current month. 
COPYRIGHT 1960 BY HENRY ANSBACHER LONG 


670 TrRuUsTs AND ESTATES 




















INVESTMENT COMPANY NOTES 


HENRY ANSBACHER LONG 


Mutual Reading Roundup 


We introduce here a new procedure in 
our reading roundup by including a few 
representatives from the fund industry 
as guest reviewers. Their reviews of cur- 
rent articles will follow our comments 
on three of the regularly published 
standard reference compendia. 


Mutual Fund Directory (44th semi- 
annual edition) 


Investment Dealers’ Digest, 150 Broadway, New 
York 38, N. Y. (225 pp.; $3.00). 


This is the invaluable booklet that we 
keep in our top right-hand drawer for 
ready reference on a good number of 
the essential facts about individual mu- 
tual funds. Easy to handle because of its 
compact size (514 x 814 inches), it de- 
tails information on over 200 United 
States Funds, approximately 20 Cana- 
dian mutuals and 2 Mexican companies. 
Last published in mid-February to in- 
clude 1959 year-end data, the coming 
August edition will include the current 
semi-annual statistics. A new section was 
added last summer devoted exclusively 
to contractual plans for the accumula- 
tion of various funds. In addition to cer- 
tain information such as phone numbers 
and addresses of home and local whole- 
sale representatives not readily available 
in other digests of mutual facts, total as- 
sets of each fund are listed at cost as 
well as market. 


Johnson’s Investment Company 
Charts (12th edition) 


HUGH A. JOHNSON. Rand Building, Buffalo 3, 
N. Y. (136 pp.; $35.00). 


By far the outstanding work to por- 
tray graphically the investment perform- 
ance of the mutuals, this extremely well- 
designed loose-leaf volume also provides 
a wealth of readily accessible informa- 
tion of value to both the professional 
and novice in the field. The author has 
well accomplished his objective of pro- 
viding ‘“‘a readily understandable but 
penetrating analysis of the performance 
characteristics and comparative invest- 
ment results of the most prominent mu- 
tual funds.” In all, performance is chart- 
ed for 64 stock mutuals, 36 balanced 
companies and 10 bond and preferred 
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funds. There are individual summary bar 
charts showing appreciation, downside 
protection, investment income and total 
investment results and reinvestment tab- 
les covering periods of 10, 15, 20 and 
even 25 years where applicable. There is 
a convenient rundown of the yield based 
on the adjusted Jan. 1, 1960 offering 
price of almost 200 funds. Not the least 
invaluable is the final “tablistics” section 
of the book providing among other data 
annual expense figures as a percentage 
of income as well as of assets. 


Investment Companies (20th edition) 


Arthur Wiesenberger & Co., 61 Broadway, New 
York 6, N. Y. (416 pp.; $25.00). 


Arthur Wiesenberger has again prov- 
en himself one of the best friends the 
mutuals ever had by heralding the pub- 
lication of the 1960 edition of his “In- 
vestment Companies” with unstinted 
optimism. With sales of mutuals decreas- 
ing progressively in each of the first five 
months of the current year, he an- 
nounced in mid-June that “the next 
twenty years will witness remarkable 
growth of investment companies and mu- 








tual funds — as exciting to the imagina- 
tion as the record growth of the past 
twenty years ($400 million to $16 bil- 
lion). By 1980, mutual funds could eas- 
ily be a $100 billion business.” Reasons 
advanced for his unrestrained enthu- 
siasm, are the growing trend to organ- 
ize for “mutual” benefits, the stepped-up 
promotion of contractual plans, passage 
of the Keogh bill or similar legislation 
and possibly, most important, inflation. 
“Coupled with an expanding economy,” 
he explained, this latter “should even- 
tually result in a doubling in the price 
of many common stocks.” 


The weighty volume includes certain 
data on individual companies not cov- 
ered in the two reference books reviewed 
above. For example, when we wish to 
know about the background and history 
of a fund we find this the best ready 
source. Detailed portfolio holdings as of 
December 31, 1959 are given for 121 of 
the 333 United States and Canadian 
closed and open-end companies on which 
pertinent information is provided. Year- 
end asset values and price ranges of of- 
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fering prices are given for the last ten 
years. Then, of course, there is a wealth 
of data available on the closed-end com- 
panies not covered in the two books de- 
voted solely to mutuals. Among other in- 
formation, this includes evaluation data 
on the prior securities, discount and pre- 
mium records grouped together in a con- 
venient table and a page showing ex- 
pense ratios based both upon average 
net assets and gross income. 

Chapter material, as usual, covers a 
wide range of related material. Two new 
chapters on “Mutual Fund Management 
Shares” and “Why Large Investors Use 
Mutual Funds” are extremely thorough 
in their coverage, with the latter an ex- 
tremely commendable piece of work. 
First, reasons are given in general why 
a wealthy investor should be attracted by 
mutuals including the convenience of 
owning securities in one or a very few 
packages and the simplification of estate 
settlement. There follows a detailed ex- 
planation of the particular advantages 
accruing to the merging of a personal 
holding company with a Fund as well as 
a listing of detailing these marriages 
during the recent two years. 

Not a few will be inclined to take is- 
sue with the book’s final observation in 
the new management company chapter: 
“There can be no certainty, of course, 
that management fees will remain at 
present rates. Directors or trustees of a 
fund can bring about changes in the 
terms of management contracts; share- 
holders could also force changes in man- 
agement contracts. These uncertainties 
are, however, no greater nor loom any 
larger than those surrounding many oth- 
er securities, especially insurance shares, 
bank shares and other companies vested 
with a public interest and, therefore, 
regulated by the Federal Government.” 
(Our italics) 


Case for Mutual Fund Management 


JOHN B. ARMSTRONG. The Financial An- 
alysts Journal, May-June 1960 (82 Beaver St., 
New York 5, N. Y.; $1.50). 


A former Princeton graduate has 
fired a broadside in defense of mutual 
fund management by taking issue with 
the idea that an investor’s interests 
would be better served by an unman- 
aged investment company, the holdings 
of which would duplicate a stock market 
index (The Case for an Unmanaged In- 
vestment Co., T&E, April 1960, p. 358). 
The author claims that, although results 
may vary in regard to particular funds 
and time periods, representative com- 
mon stock funds generally show a better 
performance record than the Dow Indus- 
trials. This is brought forth by refer- 
ence to statistical data which include 
not only appreciation and income re- 
sults, but also measurement of fund vola- 
tility with that of the Dow average. 


Again, referring to statistical data, the 
defense points out that the achievements 
of the popular market averages vary 
widely, with the Dow Industrial scoring 
an above average record. Thus, he 
brings into question the validity of us- 
ing the averages in comparisons of in- 
vestment company results. Furthermore, 
the author contends that the unmanaged 
Dow is not completely unmanaged, hav- 
ing undergone many substitutions in its 
composition over the years. Also, the un- 
managed vehicle would still have to 
maintain a cash position, would encoun- 
ter various expenses (no management 
fee, however, of course) and brokerage 
costs. Therefore, it could not hope to 
duplicate the record of the Dow. 


In appraising the performance record 
of a mutual fund the author concludes 
that its stated objectives, policies and 
relative volatility must be considered. 
Then, in the light of these factors, before 
it is used for purposes of comparison, 
the selected market average has to be 
examined as to validity and soundness. 


Articles such as this have done a great 
deal during the last few years to clarify 
just what the funds can or cannot be ex- 
pected to accomplish. It is hoped that 
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Mr. Armstrong’s piece will stimulate 
further investigation of proper yard- 
sticks for the evaluation of fund per- 
formance. 

Reviewed by Epwarp Btoom, Re- 
search Director, Empire Planning Corp. 


How Good Are Mutual Funds? 


GEORGE B. BOOKMAN. Fortune, June 1960 
(Rockefeller Center, N:w York 20, N. Y.,; 
$1.25). 


Throughout the early months of 1960 
there was strong suspicion that the high- 
er income, more sophisticated investors 
were showing greater interest in mutual 
funds. Fortune magazine has now 
seemed to confirm that assessment by 
publishing its first full length article on 
the general subject of Funds. 

Mr. Bookman, with the aid of his re- 
search assistants, took a searching look 
at this lusty infant of the investment 
world and concluded that the mutuals 
are very good. Any fair appraisal of the 
funds, he writes, must start from the fact 
that “the investor likes them because 
they have done well for him.” In addi- 
tion, he observes, “investors have flood- 
ed to mutual funds, not because they are 
world beaters every year, but because 
they would do less well on their own.” 
At the same time “. . . the funds have 
proved to be a steadying (market) influ- 
ence on short term swings.” 

In addition to explaining the mechan- 
ics of the mutual fund method of invest- 
ing, the Fortune article has aired with 
careful objectivity such controversial 
subjects as: should there be more or less 
government regulation; are fund man- 
agements making too much money; is 
reciprocal brokerage business being 
abused; are the industry’s sales methods 
too strong; do funds have too much in- 
fluence on the stock market and on the 
economy. In an industry young enough 
to have its pioneers still active on the 
firing line, there must necessarily be rig- 
idly opposing views on almost every 
phase of operations. Any criticque of 
Fortune’s observations by someone in 
the industry would certainly be in the 
nature of a polemic. 

But regardless of the growing pains 
and the unresolved, and often theoreti- 
cal, problems of internal mechanics, mu- 
tual funds get a pat on the back from 
the point of view of the investor. Mr. 
Bookman sums up: “On the strength of 
their record, the mutual funds are an 
extraordinary success story, their suc- 
cess is merited and probably will go 
much further. They have opened up new 
doors for investors, great and small.” 

Reviewed by WALTER Losk, Research 
Director, Investors Planning Corp. of 
America. 
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PENSION and PROFIT SHARING DIGEST ... 


HILARY L. SEAL 


Morss, Seal & Bret; Lecturer in Statistics, Yale University 


PENSION POINTS AT INTERNATIONAL CONGRESS 
OF ACTUARIES 


4 we OF THE SIX SUBJECTS DISCUSSED 
at the regular triennial international 
actuarial congress, which concluded with 
a gala ball on June 22,* are of major 
interest to pension planners and this is, 
perhaps, why one quarter of the 90 U.S. 
actuaries at the congress were from con- 
sulting firms. In fact the consultants 
from the various countries represented 
were so numerous that they held a spe- 
cial “private” meeting while the other 
congress members were out on an excur- 
sion. 


Variation in Actuarial Assumptions 


The first of the official subjects of in- 
terest to us concerned the effects of var- 
iations in actuarial assumptions on the 
financing of social insurance and of pen- 
sion funds. Seventeen papers were pre- 
sented on this subject and extend over 
267 pages of the published Transactions. 
The problem considered in these papers 
may be summarized as follows. Under a 
given pension plan or social security sys- 
tem the benefit outgo is fixed by the pro- 
visions of the plan; it normally rises 
from a very small annual figure (when 
the pensioners are few) to an amount 
which may continue to grow indefinitely 
because of prolonged inflation. In order 
to anticipate these rising costs a corpo- 
ration usually creates a fund the inter- 
est on which will help reduce the even- 
tual company contribution to no more 
than it has presently decided to pay. The 
actuary’s job is to determine what 
“level” percentage of payroll will meet 
the pension outgo indefinitely, and the 
congress topic was designed to elicit 
views on how this percentage would 
change under different assumptions 
about the future. 

Naturally this is an oversimplified 
statement of the problem since, as we 
know, social security systems are invari- 
ably financed on a “pay-as-you-go” 
basis, and a number of papers were de- 
voted to assessing the future of such a 





*Hosts on this occasion were the three Belgian 
actuarial societies and the meetings, held in Brus- 
sels, extended over a full week. More than 1000 
actuaries attended the congress. 
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system under different assumptions 
about inflation. But we think the main 
points to emphasize are that actuaries 
are becoming more prone to think of a 
pension plan as an instrument to pro- 
vide a reasonable income to a pensioner 
throughout his life independently of eco- 
nomic trends, and that the “long look” 
now dominates the literature. This is not 
to say that every small company estab- 
lishing a plan must picture the day — 
100 years hence — when it is the size of 
General Motors. The real conclusion is 
that the short-term pension opinions of 
management should be modified, if 
necessary, to meet the long range views 
of the actuary (as he develops them) 
just in case the company grows beyond 
present expectations. One so often hears 
about the plight of the pensioner from a 
company that has failed, but hitherto lit- 
tle has been said about the company 
that planned for possible failure and 
faced awkward pension problems as it 
expanded. These are questions to which 
actuaries are now turning their atten- 
tion throughout the world. 

At the congress itself a “rapporteur” 
(R. Consael) summarized the 17 papers 
mentioned above in an address lasting 
well over an hour. All we can do here is 
refer to the single paper contributed by 
an American actuary, Robert J. Myers of 
the Social Security Administration (who 
has often been mentioned in this col- 
umn). The title, “Actuarial analysis of 
pension plans under inflationary con- 
ditions,” is confirmation of our thesis 
that actuaries are becoming more and 
more preoccupied with the problem of 
making their calculations valid for an 
inflationary economy. Some of Mr. My- 
ers’ figures are worth quoting. 

With interest (and capital gains) 3% 
per annum above the annual rate of in- 
flation (assumed here to be 2% p.a.) a 
certain pension plan providing retire- 
ment incomes adjusted in proportion to 
the rate of inflation (i.e., cost-of-living 
adjustments) was found to cost a com- 
pany 814% of payroll. If it had adopted 
a pay-as-you-go system of financing the 





eventual cost would have been 1834 % 
of payroll (indefinitely) . 

On the other hand if the rate of infla- 
tion equalled the interest earnings — 
and this has been the position of many 
plans that have invested only in bonds 
during the last 20 years — the cost of 
funding the plan in advance at 1914% 
of payroll actually exceeded the eventual 
pay-as-you-go figure of 1834 %. 

The lesson is obvious. Since a com- 
pany must plan for pensions roughly 
commensurate with the cost-of-living 
during a man’s retirement, it must make 
certain that its interest-plus-capital-gains 
rate is substantially above the annual 
rate of inflation. Otherwise it should 
abandon the idea of funding altogether. 

Fortunately most funds with a reason- 
ably high proportion of equities have 
found their combined interest and (net) 
appreciation rate well in excess of the 
inflationary trends of the last 10 years. 


Mortality Trends 


The second theme of interest at the 
congress was the trend of mortality. 
Twenty-three papers discussed this sub- 
ject (in 388 pages) from the point of 
view of trends in the causes of death and 
comparisons between different countries. 
At the congress meeting Mr. R. D. 
Clarke, a British actuary, summarized 
some of these trends and we quote from 
the figures he there supplied. Using the 
England and Wales mortality rate as a 
basis the “most remarkable” feature of 
a comparison of males and females at 
various age groups between 1937 and 
1957 was the tremendous improvement 
in female mortality at ages 55-64 cou- 
pled with a quasi-stationarity in the 
male rates. Thus while the female mor- 
tality rate in 1937 (at ages 55-64) was 
16.9 per 1000, by 1957 it was only 11.2. 
The corresponding male rates were 24.9 
and 22.3. There is no real explanation 
of why female rates are so much lower 
than men’s at these ages, while the rea- 
son for the rapid widening of the gap is 
wrapped in mystery. 

Still using the British figures (which 
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are broadly paralleled by U. S. data) 
the most important changes in causes of 
death between 1942 and 1957 were can- 
cer of the respiratory and digestive sys- 
tems (3,596 per million up to 4,811 per 
million for males; 1,867 per million 
down to 1,515 per million for females) , 
and coronary and other circulatory dis- 
eases (5,855 to 7,609 for males; 3,416 
to 3,148 for females). These changes 
took place at a time when the overall 
male rate was practically constant 
(22.432 to 22,329) and the female rate 
rapidly decreasing (13,871 to 11,212). 
They underline the increasing impor- 
tance of cancer and circulatory diseases 
as a cause of death in the modern world. 

Mr. Clarke also made a comparison 
of the male and female mortalities in 
quinquennial age groups for five coun- 
tries. He chose Norway as having (mys- 
teriously) the lightest mortality in the 
world, Finland as having the highest 
death rate among Northern countries, 
and the U.S.A., France and England and 
Wales as three important countries in 
the Northern hemisphere occupying an 
intermediate position. Considering ages 
20-24, for example, Norway and Eng- 
land & Wales are about equal (1.2 per 
1000 for males; .4 and .5 for females), 
Finland and the U. S. are similar (2.0 
for males; 1.0 and .8 for females), 
while France is intermediate. It is at 
these ages that the higher accident death 
rate of the U. S. moves it into the Fin- 
nish category of mortality. 

Turning to ages 45-49 the “line-up” is 
as follows: 


M F 
Norway . Perio ee 2.7 
England & Wales. 5.4 3.7 
a 7.5 4.2 
i. = 7.6 4.3 
Penland —........ &5 3.9 


Since the accident rate differential of the 
U. S. does not exceed .4 per 1000 (for 
males) in comparison with England & 
Wales or with Norway, it will be no- 
ticed that we have still some way to go 
before we can claim that our “middle 
aged” mortality is as good as it might 
be. 

Finally, at ages 70-74 the U.S. moves 
into second place. 


M F 
Norway —..._..... 41.1 32.7 
ee 58.7 37.9 
France... 60:2 37.4 
England & Wales 67.7 42.2 
Pintand Va.d 50.7 


There is no really satisfactory ex- 
planation of these differences although 
it has been suggested that the humid 
winter climate in England may be re- 
sponsible for the deaths from bronchitis 
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which are prevalent there. However, as 
Mr. Clarke’s figures showed, this argu- 
ment may need restatement. Although 
1,098 of the 13,535 deaths per million 
among men aged 45-64 in England & 
Wales were due to bronchitis as com- 
pared with only 25 out of 15,341 per 
million due to this cause in the U. S. A., 
the position is reversed when arterio- 
sclerotic and degenerative heart disease 
is considered. In this category there 
were 3,450 deaths per million in Eng- 
land & Wales compared with 5,818 in 
the U.S.A.+ There is thus a strong sug- 
gestion that the deaths the British 
ascribe to “bronchitis” may here be at- 
tributed to heart disease, the bronchitis 
being merely the final reason for death 
as opposed to its real cause. 


Actuarial Consultants’ Meeting 


The “private” meeting of pension con- 
sultants was called by Mr. G. Heywood 
of Great Britain. It had been suggested 
that a formal international body should 
be established, possibly as a branch of 
the congress organization, for actuarial 
consultants in all countries. A similar 
organization already exists for actuaries 
interested in non-life insurance matters. 
However, for the time being, the meet- 
ing decided that a more informal ar- 
rangement would be better and Mr. Hey- 
wood agreed to help the various actuar- 
ies present to keep in touch with one an- 
other by the circulation of memoranda 
and articles dealing with, for example, 
pension problems faced by different 
countries. 


As a first step in this direction Messrs. 
M. Lander, Carl H. Fischer, and S. Fis- 
cherstrom gave addresses on social se- 
curity in Great Britain, the U. S. A. and 
Sweden, respectively. We learned that 
one of the major problems facing Brit- 
ish actuaries is the correct advice to give 
clients on whether or not to “contract 
out” of the new state system. Under the 
1959 National Insurance Act employers 
who provide for their employees’ pen- 
sion benefits as good as, or better than, 
those of the new state system are allowed 
to “contract out” of the government 
scheme subject to fairly stringent rules 
about “vesting,” etc. As might be ex- 
pected, the whole problem is full of tech- 
nicalities and none of the British actuar- 
ies present was prepared to give a cate- 
gorical answer to an American consul- 
tant who asked whether he should ad- 
vise the U. S. company X to “contract 
out” of the state system on behalf of its 
British employees. In this connection we 


+The actual comparison for ages 70-74 is not pres- 
ently available to me. 





Norman A. Sheesley, vice president and 
senior trust officer of Dauphin Deposit Trust 
Company, Harrisburg, Pa., assists a couple 
opening a trust account. This was one of 
the illustrations in the Patriot-News sup- 
plement on June 5 which featured the bank’s 
125th Anniversary Year. The text reported 
administration of personal trusts totalling 
over $80 million and corporate trusts over 
$50 million and commented on the Trust 
Department’s “important role in furthering 
the educational, humanitarian and cultural 
activities of the Harrisburg area.” 





note that in the course of his speech at 
the annual general meeting of The Pru- 
dential Assurance Co., Ltd., Sir Frank 
Morgan stated that that company had 
“decided with their concurrence” to con- 
tract out the majority of its employees. 


Why Social Security? 


By a coincidence, the Institute of Eco- 
nomic Affairs in Great Britain has just 
published a pamphlet stating the case 
against state financing of old-age pen- 
sions. Briefly the payment of minimum 
benefits to aged and disabled individ- 
uals whether or not they need them is 
thought to be based on fallacious argu- 
ments. The idea that the working popu- 
lation is incapable of thrift or that their 
employers will allow them to retire un- 
provided for is outdated. Relatively few 
employees will have to rely solely on so- 
cial security in their old age. Since in- 
dividuals and their employers will pro- 
vide this supplement to social security 
why is such a “base” needed at all? 
Only the truly needy individual who, 
possibly through extended unemploy- 
ment, has been unable to provide for his 
old age should be covered by a state 
scheme. In the view of the pamphlet the 
British social security system should be 
wound up in stages and special incen- 
tives given to private pension plans and 
individual thrift. We recommend this 
48-page booklet to anyone who thinks 
our own social security system is grow- 
ing top-heavy. 


tPensions for Prosperity. By Arthur Seldon. Ho- 
bart Paper 4. (London, 1960). 
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FOR PENSION PLANNERS: new analysis of latest pension 
plans for leading companies in 114 industries 


Recent developments in pension programs, affecting 
more than one-third of all employees in the country 
covered by private plans, are reviewed in our 7960 
Study of Industrial Retirement Plans. 


Bankers Trust, long a leader in pension planning and 
administration, has prepared this 228-page book as 
part of its continuous activity and extensive research 
in the field. The book is especially valuable to execu- 
tives concerned with pension planning, because it 
covers the most recent developments, new programs 
and changes in existing plans. 


To get your copy of 7960 Study of /ndustria/ 
Retirement Plans, please write on your 
company letterhead to Pension Trust Divi- 
sion, Bankers Trust Company, 16 Wall Street, 
New York 15, N.Y. 





BANKERS TRUST COMPANY, NEW YORK 


FORWARD-LOOKING BUSINESS 
NEEDS A FORWARD-LOOKING BANK 








TRUST OPERATIONS and ADMINISTRATION .... 
GEORGE C. BARCLAY 


Contributing Editor 


COMMENTARY ON PRINCIPAL-INCOME ACT REVISION: II 
SMALL STOCK DIVIDENDS AS INCOME 





HE SECOND ITEM OF THE QUESTION- 
aw prepared by the Commission- 
ers on Uniform State Laws in connec- 
tion with their proposed revision of the 
Uniform Principal and Income Act, was 
how to treat small periodic stock divi- 
dends. Both my correspondents, Lee 
Winfield Alberts, Esq., of the Chicago 
Bar, and Kenneth A. Hackler, trust offi- 
cer of the First National City Trust 
Company of New York, are in disagree- 
ment with the observations set forth in 
this space in the April issue. The former 
writes as follows: 


“This is also an extremely simple 
question. Every beginning student of 
economics knows that dividing the 
number of shares of stock of a cor- 
poration into larger or smaller num- 
bers has no economic substance and is 
merely another way of cutting the 
a 

“Some corporations conserve cash 
by simply not paying dividends. Some 
corporations do so by paying stock 
dividends but, of course, no sound 
trust man would be confused by the 
number of cuts it takes to divide the 
pie. Whether or not the trustee should 
continue to hold the stock is, of course, 
an investment question and not one 
under the Principal and Income Act. 
When Mr. Barclay says ‘such (stock) 
dividends obviously should belong to 
income or the trustee should not hold 
the stock’ he perhaps is referring to 
Eastman Kodak Company.” 


Mr .Hackler’s comments on this aspect 
of the principal and income subject are 
contained in a memorandum which is 
too long to quote. In general he points 
out that logically any true stock divi- 
dend has to be principal. If a trust holds 
100 shares out of 1,000,000 and a 2% 
stock dividend is declared, the trust’s 
holding will be exactly the same propor- 
tion of the new total number of shares 
as of the original number. Nothing has 
changed. In fact there has been no sep- 
aration of any asset from the corpora- 
tion and so it has distributed nothing. 
The situation will be changed, however, 
if the stock dividend is paid over to the 
life beneficiary. 
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As a matter of logic it must be ad- 
mitted that both my critics are correct 
but I think there is grave doubt that 
whether or not the trustee should hold 
the stock is entirely an investment ques- 
tion. It is more than that because no 
matter how desirable the stock may be 
as an investment it should not be held 
if doing so will cause any detriment to 
the life beneficiary. In other words, a 
trustee may find it undesirable to hold 
or acquire an excellent stock because the 
cash dividend alone gives too low a per- 
centage return on the money invested in 
relation to other good stocks which may 
be available. But if a recurrent stock 
dividend could be considered as income, 
the return to the beneficiary might be 
adequate. 


One suggested opinion is that the in- 
strument provide for the invasion of 
principal. Then the trustee could justify 
the retention or acquisition of stocks 
which pay regular small stock dividends 
because he would be able to make up any 
loss of necessary income by the exercise 
of his discretion to invade. This is a 
good solution but one which would nor- 
mally be reached by special draftsman- 
ship in the trust instrument. It could 
hardly form the basis for a statutory 
rule. 


It will be argued that it is inconsis- 
tent to advocate the allocation of small 
stock dividends to income when logical- 
ly they should belong to principal, and 
at the same time to maintain that capital 
gains dividends distributed by mutual 
funds should definitely be allocated to 
principal. There are these differences. 
The stock dividends we are discussing 
are, by hypothesis, small, frequently are 
repetitive and hence partake of the na- 
ture of “regular” rather than “extraor- 
dinary” dividends. They are usually sup- 
ported by earnings available for cash 
dividends in an amount which is within 
the earnings of the current year or of 
very recent years. Capital gains divi- 
dends, on the other hand, may be large 
or small and regular or intermittent, de- 


pending upon purely fortuitous circum- 
stances. Furthermore, they are derived 
solely from capital gains which, except 
for the interposition of the mutual fund 
device between the trust and the invest- 
ment portfolio, clearly would belong to 
principal. “Any natural increase in the 
value of the trust estate remains princi- 
pal. Gain by increment in capital value 
goes to principal.” Matter of Hagen, 
262 N.Y. 301, 305. 

These may not be very logical argu- 
ments but it does seem that from a prac- 
tical standpoint both the life benefici- 
aries and the remaindermen are likely to 
be better off if these small stock divi- 
dends are treated as income. If this is 
so, then a rule of thumb, as in Kentucky, 
would represent a practical solution of 
the problem. This would seem particu- 
larly important since to allocate such 
small dividends to income would con- 
stitute an exception to the Massachusetts 
rule as laid down in subdivision (1) of 
section 5 of the Uniform Act. The sim- 
plest way to state such an exception 
would be by using a percentage basis. 
Obviously the Massachusetts rule should 
be retained in the Act as the overall 
guiding principle. 


DuPont-General Motors Case 


Both my correspondents belabor me 
for stating that the General Motors stock 
owned by DuPont is carried as a part 
of the latter’s surplus account. They are 
correct. The stock is carried by DuPont 
as an asset in the same manner as in- 
ventory, fixed assets, etc. It does not 
seem to me that it makes a great deal of 
difference what capital account the stock 
is carried in. The point I tried to make 
in the April issue is that the stock is a 
capital asset of Dupont and, as such, if 
it should ever be required to be distrib- 
uted to the DuPont stockholders, it 
would appear to be in every way allo- 
cable to the principal of any trusts hold- 
ing DuPont stock which do not contain 
special provisions governing such a sit- 
uation. 
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After correcting me as to how DuPont 
carries the stock on its balance sheet. 
Mr. Alberts then writes: 


“It is also certain that DuPont con- 
siders all its assets to be earning as- 
sets and this is true not only of its 
General Motors stock but also of its 
working cash balances which are de- 
pleted quarterly for distribution by 
trusts to income beneficiaries. Stand- 
ard Oil Company (Indiana) holds its 
stock of Standard Oil Company (New 
Jersey) in an investment account and 
distributes fractions annually. I won- 
der if Mr. Barclay has outguessed 
the courts or if his decision would be 
changed if DuPont distributed its 
General Motors stock piecemeal over 
a period of thirty years and reduced 
its cash dividends proportionately.” 
Mr. Hackler complains that there is a 

prevalent misconception among lawyers 
and courts that a surplus account is a 
pot with something in it, which of course 
is not the case, but closes his comments 
by agreeing with my general conclu- 
sions. 

So far as I can ascertain it has been 
the general practice of trustees to allo- 
cate the distributions of Standard of 
New Jersey stock made annually by 
Standard of Indiana to the income ac- 
counts of their trusts. What Mr. Alberts 
apparently overlooks is that as to each 
such distribution the Indiana company 
has made offsetting charges to its sur- 
plus account and that in each year — if 
there are exceptions to this they are 
minor — the sum of the amount of the 
cash dividends of the Indiana company 
and the balance sheet value of the New 
Jersey stock has been within the amount 
of the current year’s earnings. Thus the 
Standard Oil distributions have been 
made in amounts which have been with- 
in current earnings even though the 
stock is in fact a capital asset. Obvious- 
ly, Mr. Alberts feels that it is proper to 
give these distributions to income and 
yet there are some lawyers who would 
like the chance to persuade a court that 
even these distributions belong to the 
principal accounts of trusts. 

If DuPont should distribute the Gen- 
eral Motors stock over a thirty year 
period, as in Mr. Alberts’ example, and 
if each year’s distribution plus cash 
dividends were within the amount of 
current earnings, I would be inclined to 
agree with him. Unfortunately this is not 
only a remote but an impossible likeli- 
hood in the particular case. The most 
favorable arrangement offered by the 
Department of Justice was for a distri- 
bution over a period of ten years dur- 
ing which time it would be pure sur- 
mise whether the company’s current 
earnings from year to year would come 


Juty 1960 


anywhere near to equalling or exceeding 
the carrying value of the stock plus the 
amount of any cash dividends. Further- 
more, in anti-trust cases, the normal pur- 
pose of the Government is to obtain an 
immediate divestiture of whatever stock 
is found to be wrongly held by the de- 
fendant. The DuPont case is a most un- 
usual one in that only its special tax 
consequences could have induced the 
Justice Department to agree to any post- 
ponement of distribution. 


The DuPont-General Motors situation 
is very much like a spin-off. The Gen- 
eral Motors stock is a most important 
asset of DuPont, the 63,000,000 odd 
shares being carried at $1,055,000,000. 
The current dividend rate of General 
Motors stock is $2 a share or $126,000.- 
000 for the DuPont holding. There are 
some 45,000,000 shares of DuPont out- 
standing on which the current rate of 
dividend at $7 a share amounts to about 
$322,000,000. In other words, the divi- 
dends on General Motors stock repre- 
sent about 40% of the DuPont dividend. 
This is a pretty large percentage. To dis- 
tribute to the income of trusts such a 
large windfall would wreck the principal 
accounts and also would vastly reduce 
the income available to the life benefici- 
aries in years when this earning asset is 
no longer there to boost the DuPont 
dividend. If the earning asset were trans- 
ferred to the principal of the trusts both 
principal and income would presumably 
remain intact. Principal would hold the 
remaining value of DuPont plus the 
value of General Motors. Income would 
receive the same dividends as before, 
e.g., to simplify the example, $5 on the 
remaining value of DuPont and $2 on 
General Motors. 


It seems to me that the possible dis- 
tribution would be exactly similar to a 
partial liquidation of the DuPont com- 
pany, and that the usual rule that 
liquidating dividends belong to princi- 
pal should be applicable. The last sen- 
tence of subdivision (3) of section 5 of 
the Uniform Act now provides that “All 
disbursements of corporate assets to the 
stockholders, whenever made, which are 
designated by the corporation as a re- 
turn of capital or division of corporate 
property shall be deemed principal.” 
This would cover the problem if any 
particular corporation could be relied 
upon to make such a designation. To 
meet the situation where a corporation 
does not so designate, there should be 
an amendment to subdivision (3) which 
would refer to partial liquidations so as 
to be certain that such a distribution 
would not be considered an extraordi- 


nary dividend and hence allowable to 
income under subdivision (1). 

Of course, what the Commissioners 
on Uniform State Laws are asking for is 
not an argument ad hoc but for sugges- 
tions applicable to the generality of sit- 
uations. It is impossible to foresee the 
many ways in which corporations may 
be required to divest themselves of stock 
holdings in other corporations whether 
as a result of the effects of the anti-trust 
laws or otherwise. Perhaps a good argu- 
ment could be made based on the fact 
that all such divestitures will of neces- 
sity be involuntary insofar as the stock- 
holders, including trustee stockholders, 
are concerned. Under such circumstances 
equity should preserve the status quo as 
nearly as possible and this should clear- 
ly lead to the conclusion that stock so 
distributed should be held in the princi- 
pal of trusts. 


A AA 


e A display paying tribute to American 
lawyers, exhibited by Marine Midland 
Trust Co. of Central New York, Syra- 
cuse, in connection with the Onondaga 
County Bar Association observance of 
May ist Law Day U.S.A., included: a 
partnership agreement involving Noah 
Webster; a letter from Abraham Lincoln 
to a prospective law student; and Thomas 
Jefferson’s will in his own handwriting. 





CLOSE CORPORATION 


VALUATIONS 

e realistic 

e fair 

e impartial 
Taxing authorities, executors, 
attorneys and others interested 
in the equitable appraisals of 
privately owned businesses and 
close corporations have en- 
dorsed Studley, Shupert Valu- 
ations Reports for their realism, 
fairness and impartiality: for 
their complete acceptability to 
all parties. 

Nearly 30 years of experience 
includes appraisals for conser- 
vator,corporate sale and merger 
purposes, and for determining 
inheritance and estate taxes 
and intra-estate settlements. 

Inquiries to the Valuations 
Department are invited. 


STUDLEY, SHUPERT 


& COMPANY, INC. 


1617 Pennsylvania Blvd., Phila. 3 
24 Federal St., Boston 10 
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KEOGH AND POOLED PENSION FUNDS 


Regardless of whether the Keogh Bill 
is finally passed into law this year or 
not, the potential source of new trust 
business which it indicates requires 
trustmen to be ready to render imme- 
diate and effective service, in the opinion 
of Clifford R. Miller, vice president and 
trust officer, City Bank & Trust Co., 
Jackson, Mich. Speaking before the Con- 
ference of the Indiana Bankers Associa- 
tion Trust Division on April 25, Mr. 
Miller pointed out that aggressive life 
underwriters and mutual fund salesmen 
are already discussing with their cus- 
tomers — and trust department cus- 
tomers — the possible benefits. 


As an example of what can be done 
now, he reported that his bank had 
prepared a direct mailing list, limited 
for the present to people in the various 
professions, and had made a brief re- 
view of the bill to explain the benefits 
that would be open to them. A booklet 
with fuller explanation and examples 
was enclosed, as well as a return postal 
with several questions. The return was 
some 20% of the 400 on the list. Assum- 
ing that 25% of the people contacted 
would take action on this type of retire- 
ment income, and that they would de- 
posit one-half the amount permitted as 
a tax deduction under the present form 
of the bill, the bank would receive an 
annual accumulation of $100,000. Con- 
versations with many respondents indi- 
cate that these estimates are on the 
conservative side. The bank believes 
this type of new business would be 
lucrative, substantial in growth, and as 
permanent as the corporate plans. 


Those who take the aggressive ap- 
proach and spend the time and energy 
to set up the internal operations to 
service this business, and the money for 
its promotion, are the ones who will 
reap the harvest, the speaker declares. 
His bank plans to use other follow-up 
letters to keep customers informed. The 
Trust Department staff with the aid of 
tax counsel has worked out methods for 
closing the business when the bill is ulti- 
mately passed, as well as operational 
procedures. The Keogh Bill in its final 
form is almost certain to permit the use 
of Common Trust Funds or pooled in- 
vestments. The possibility that separate 
trust instruments will have to be ex- 
ecuted with each self-employed person 
suggests a tremendous burden on the 
staff in making the necessary personal 
contacts to secure execution of all re- 
quired documents. Mr. Miller’s depart- 
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ment believes it can accomplish this 
task without the aid of Commercial De- 
partment officers. Conversations with 
representatives of the local Bar Associa- 
tion indicate there will be no problem 
in having a printed trust agreement that 
conforms to the final requirements of 


the Bill. 


The Bill as originally drawn, with 
the incorporation of the four refine- 
ments suggested by the A.B.A. Com- 
mittee on Employees Trusts, would 
simplify the operation immeasurably. A 
bank could declare a trust, stating its 
intention to qualify such a trust as a 
restricted retirement fund, and accept 
deposits from qualified self-employed 
individuals for collective investment, 
with separate accounts to be maintained 
for each depositor. Certificates evidenc- 
ing the units held by participants would 
be issued to them and the initial unit 
value would be five or ten dollars to 
permit investment of all the money re- 
ceived. Receipt duplicates would provide 
them posting media, the information for 
income tax return, and basic informa- 
tion for the Trust Department. The 
pooled fund would be charged an an- 
nual fee, providing a simple method of 
securing adequate pay for Trust De- 
partment services. Mr. Miller’s staff has 
made a lay-out on operations to cover 
the possibility of the bill being passed in 
a form to permit this type of operation. 


If Treasury Department proposals 
prevail, however, individual trust agree- 
ments and internal operations would be 
similar to those already used for cor- 
porate customers. For some banks this 
might be an advantage, as the self-em- 
ployed plans would be qualified under 
Sec. 401 of the Code and the common 
funds already in use for pension and 
profit-sharing plans would be qualified 
investment media for these trusts. 


Retirement Plan Experience 


Some of the experiences of Mr. 
Miller’s bank in promoting pension and 
profit-sharing business were outlined by 
him as background information. All cor- 
porate customers large enough to face 
the problem were invited to a two hour 
afternoon forum, followed by a cocktail 
hour, dinner, and a 45-minute evening 
session. The forum was well received and 
during the ensuing year the Trust De- 
partment set up about 30 retirement 
trusts of various types. That was in the 
40’s. In the following decade another 
forum took in all corporate customers 





not previously included, as well as sub- 
stantial partnerships and individual en- 
terprises. Added to the subjects of the 
first forum was a discussion of the ad- 
vantages of incorporation when con- 
sidering activity in the pension and 
profit-sharing field. This forum raised 
the number of plans under administra- 
tion to 50 or more. 

Through these forums this type of 
business accounts for about 30% of the 
total footings as well as the same pro- 
portion of gross revenue. Management 
is looking in the same direction for help 
on some of the problems that may de- 
velop out of the Keogh type trust. 

The common trust funds for retire- 
ment plans were started as an outgrowth 
of the second forum, which included 
many smaller companies. Of the two 
funds, one is invested primarily in 
equities and one primarily in bonds. 
They started three years ago with $100.- 
000 in each fund and now have a com- 
bined total of $2,000,000. Although de- 
signed primarily for small accounts, the 
funds have been used for accounts up 
to $500,000 as well as trusts where the 
company contributions range from $750 
to several thousand dollars annually. 

These common trust funds have been 
“the largest contributing factor to our 
growth through our ability to absorb 
additional accounts and volume without 
enlarging our staff,” Mr. Miller stated. 
“Up to five years ago there was the 
common belief that only the very large 
departments could effectively operate 
Common Funds, but J submit that as 
of 1960 it is a ‘must’ if we are going 
to secure and retain the business we 


should be handling.” 


A cost study for the calendar year of 
1959 was made to determine the savings 
achieved through the use of the Com- 
mon Fund. The cost in buying units of 
the Fund contrasted with the investment 
of the same dollars in individual trusts 
represented a 51% saving on internal 
operations. There was a saving of more 
than 92% in investment review costs. As 
to internal activity generated, the saving 
in the volume of transactions required 
to initiate the investments was 79.8% 
and in the annual load created by the in- 
vestments the savings was 92.7%. 

“To handle individual investments in 
the various trusts would have cost us 
$2,454 whereas in the Common Fund it 
only generated $611 or a saving of 
75.2% of the cost,” Mr. Miller said. “If 
the investments were made in individual 
trusts we would have 2.013 annual 
transactions whereas in the Common 


Fund we have only 223.” 
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Will Appointments of Bank 
Directors and Methods 
of Contact 


Less than half of the 914 directors 
(other than presidents) of the 41 trust 
banks responding to a recent TRUSTS 
AND EsTATES questionnaire on will ap- 
pointments had named their banks ex- 
ecutor and trustee. Another 87 had ap- 
pointed the bank as executor only, and 
18 as trustee only. No count was taken 
of directors who had established living 
trusts with their bank or who maintained 
investment management accounts. These 
banks are located in 35 cities through- 
out the U. S. 


All 41 presidents, however, had named 
their bank in their wills—a good exam- 
ple for trust officers trying to improve 
this situation, Also, 34 of the respond- 
ing institutions said the wills had been 
made or revised within five years and 
two others thought so, but were not 
positive. 


Top performers were the two trust 
banks that reported “all” directors had 
named their institution (without giving 
figures) together with a third that had 
received appointments from all its 12 
directors. A fourth reported 22 appoint- 
ments out of 25 and that the other three 
comprised two directors who had legal 
domiciles out of state and one who was 
director of another bank also and had 
named that bank. Close to these were 
institutions which had appointments re- 
spectively as follows: 18 out of 21 (and 
the others known to have wills) ; 13 out 
of 15 (and the others having wills) ; 
and 17 out of 25 directors, the other 
eight being newly elected to that posi- 
tion. One trust institution had 22 ap- 
pointments out of 25 directors and still 
another had 29 out of 34. In some cases 
respondents included advisory directors 
in the total number of directors given). 


The means of obtaining director ap- 
pointments at these institutions were de- 
scribed in the following phrases: “By the 
co-ordinated action of the chairman, 
president and senior trust officer .. . 
On an individual, personalized basis; 
solicitation by a trust officer just like any 
other prospect . . . President puts pres- 
sure on new board members . . . By 
offering services and by appeals to 
loyalty . . . Estate planning services are 
offered in an informal way; A majority 
of directors voluntarily seek advice from 
the estate planning division . , . Per- 
sonal solicitation . . . Personal indi- 
vidual contact by head of trust depart- 
ment ... Trust officer attends monthly 


Juty 1960 





* 


* 


What “/rusimen “Think of 
T&E for DIRECTORS 


“For several years we have taken subscriptions for TRUSTS Anp 
ESTATES Magazine in the name of each of our directors. It has been 
invaluable in bringing about greater cooperation with the Trust Depart- 
ment and understanding of trust department problems on the part of 
the directors. We have found it particularly invaluable in bringing to the 
attention of new directors the many services of the Department. On 
many occasions directors have called the attention of members of the 
commercial staff to articles in the magazine. All of this, of course, brings 
about closer working relations between the trust and commercial divisions. 
This close relationship remains our most important goal.” 


ROBERT F. DEWEY, vice president & sr. trust officer 
First National Bank of Arizona, Phoenix 


Vv 


“For several years we have been sending copies of TRUSTS anp 
ESTATES to our Directors. Comments concerning its value come prin- 
cipally from those who have been legally trained or have an insurance 
company background. However, we have felt generally that our Board 
has had a more complete understanding of Trust Department. problems 
since they all have been receiving this magazine.” 


CHARLES A. BAER, vice president & trust officer 
Colorado National Bank, Denver 


Vv 


Other banks have found that primarily members of the Trust Committee 
are interested in getting T&E. In any event, the approach is to give each director 
a copy (perhaps at a Board meeting) with an offer to take out subscriptions 
for those who want to receive the magazine regularly. 


For this purpose, copies of the current issue may be purchased at the 
special rate of 50¢ each. There is also a special rate for subscriptions in excess 
of four: $3.00 instead of the $5.00 rate applicable to the first four. The form 
below may be used to order copies. 


TRUSTS anp ESTATES Magazine 
50 East 42nd Street, New York 17 


Please send me —.. copies of the current issue at the special price of 
50¢ each for distribution to our directors, and bill the bank. 
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meetings . . . President plugs it con- 
stantly, also at stockholders’ meetings.” 


Other suggestions from respondents 
included “familiarity with trust services 
by rotation on trust committees,” “estate 
planning presentations to the board,” 
“President wrote the directors” and “in- 
dividual contacts by trust officers after 
inquiries and referrals by the chairman 
or president.” 


At the other end of the ladder were 
five trust banks that reported appoint- 
ments in any testamentary capacity from 
less than half of their directors. Direc- 
tors in these institutions naming their 
bank ranged from just under half the 
total number of directors to less than a 
quarter (Note: admittedly some of these 
were among the trustmen who included 
advisory directors in the total figures 
given). 


Methods in use at these trust institu- 
tions for seeking director testamentary 
appointments were described this way: 


“Direct contact . . . Estate planning talks 
to the board . . . Every means, but not 
too aggressively . . . New business divi- 


sion contacts each director . . . No set 
method; direct contact, mailing trust 
literature, etc.” 





THE FAIRFIELD COUNTY 
TRUST COMPANY 


Harold E. Rider, President 


Main Office 300 MAIN ST. 
STAMFORD, CONNECTICUT 
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The Difference — between 
Success and Mediocrity* 
A large New York City bank under- 


took a survey of its staff members rat- 
ing all those factors that play a part 
in an individual’s success: aggressive- 
ness, effort, courtesy, neatness, ability 
to learn, and so on. Employees who 
were on their way up the ladder of suc- 
cess averaged 82%. Those who were 
doing a satisfactory job but had appar- 
ently reached their highest level rated 
77.5%. The difference between success 
and mediocrity was a mere 4.5%. 

Day in and day out, we see evidence 
of the vital but small difference at work 
in our personal lives. We see it in the 
employee who wants to please instead of 
be pleased — who gets the job done in- 
stead of partly done — the employee 
with the inquisitive mind who continu- 
ously looks for and finds ways to in- 
crease his usefulness, 


Attitude is just one of the little dif- 
ferences that make so much difference. 


Consider the opportunities to sell and 
cross-sell our services to prospects and 
customers alike. When you buy a new 
suit of clothes, the good salesman sug- 
gests a new tie. When your wife buys 
a new evening gown, she comes home 
with hat, gloves, shoes, bag and 
jewelry to match. We bank people should 
also put the little difference to work by 
cross-selling our own customers. 


I don’t know of any better place to 
sell other services than in the safe de- 
posit department. Here we have prime 
prospects for other services. Carefully 
selected and trained and armed with 
selling sentences, its personnel can make 
many sales. In the same bank that made 
the survey quoted above, for example, 
the 3,807 safe deposit tenants at one 
branch included 2,002 who did not have 
checking accounts with the bank and 
therefore were prospects for this and 
other services. 

Take the customer who says to the 
attendant, “It’s such a bother to come 
here so often to work on my bonds.” 
Why not have the attendant say, “Many 
of our customers avoid this problem and 
inconvenieces by using the inexpensive 
facilities of a safekeeping account.” 

Or take the customer who complains 
that taxes are eating up his estate. The 
attendant could say, “Our trust depart- 
ment solves many similar problems and 
might be very helpful to you. Let me 
call our Mr. Smith to talk with you 
about your estate and tax problems.” 

Safe deposit customers, subject to 


*Excerpts from recent address by Reed Sass, vice 
president, Fort Worth National Bank. 


checking and minor investigation, can 
be added to the bank’s prospect mailing 
list to receive advertising letters, 
pamphlets, booklets, and the like, on the 
services not being used by the customer. 

Many banks use point of sales adver- 
tising to promote the use of other serv- 
ices by safe deposit box tenants. In this 
category are the stickers applied to the 
underside of the safe deposit box lids 
which read: 





Further Protect These Assets! 


Make Your Will or Revise Your 
Present One. 


Your Attorney and Our Trust 
Department Will Cooperate. 











Several advertising services provide 
the easels to be used in safe deposit 
booths and conference rooms. Selling 
messages can be frequently changed and 
most of these apply to trust services. 

Further cross-selling may be done by 
printing sales messages on invoices and 
receipts sent to tenants in connection 
with collection and payment of rental 
on boxes. 

Two years after our bank moved into 
its new building we found ourselves still 
knee-deep in unrented $3.00 safe deposit 
boxes. Everyone in the bank who met 
the public was briefed on a 60-day pro- 
motion designed to rent these boxes 
All of us wore badges that read 
“2? DYHASDB Ask Me.” 

When the customer asked, “What does 
‘DYHASDB’ mean?” the replay was, 
“I’m mighty glad you asked me, Mr. 
Smith. It means, “Do You Have A Safe 
Deposit Box?”. Based on a negative 
reply, our people went into a quick sales 
pitch. As a result our bank rented over 
1,000 boxes. 

This same promotion could be 
changed to permit safe deposit person- 
nel to wear a badge reading “ ? DYHA- 
CAATB, Ask me?” (Do you have a 
checking account at this bank?) or 
“HOLYW?” (How old is your will). 

Never has the business world been so 
competitive and so willing to pay a 
premium for the little difference. Any- 
thing more that you can do means more 
for you and your family, and for your 
bank, your city, and our country. 

& 4&4 A 

e Joseph C. Kennedy, vice president in 
charge of Bankers Trust Co.’s Corporate 
Trust Division, has been named presi- 
dent of the Harvard Advanced Manage- 
ment Association (New York Area) for 
the 1960-1961 year. The association is 
an organization consisting of graduates 
of the Advanced Management Program 
conducted by the Harvard Graduate 
School of Business Administration. 
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TRUST PERSONNEL CHANGES 


(Five stars signify promotion of trustman to senior or executiv2 vice president or president, or election to board of directors) 


ALABAMA 


MONTGOMERY—First NATIONAL BANK elected Peter 
Brock asst. trust officer. A graduate of U. of Alabama, Brock 
came with the bank in 1957 and has been administrative 
assistant in the trust department. 


TUSCALOOSA—CiTy NATIONAL BANK appointed Carey F. 
Hollingsworth, Jr. a trust officer. Prior to joining the bank, 
Hollingsworth was asst. trust officer of BIRMINGHAM TRUST 
NATIONAL BANK. 


ARIZONA 


PHOENIX—William H. Isaacson promoted to asst. trust 
officer at VALLEY NATIONAL BANK. 


ARKANSAS 


EL DORADO—At First NATIONAL BANK Arlen Waldrup 
elected asst. trust officer. Waldrup received a BBA Degree 
in Accounting in 1954 from Baylor U. and graduated from 
Baylor Law School in 1959. 


CALIFORNIA 


LOS ANGELES—Advanced to trust officers at the head 
office of CITIZENS NATIONAL BANK were Byron A, Frederick 
and Rulon W. Gregory. 


LOS ANGELES—UNION BANK promoted Sydney J. Taylor 
to trust officer in charge of the stock transfer department; 
and at Beverly Hills regional head office, Donald B. Mullis 
named asst. trust officer. 


SAN FRANCISCO—BANK OF CALIFORNIA elected Harold 
Matscheck, Edward H. Davis and William E. Sheehan asst. 
trust officers; and John A. Avanzino and Roger D. Newell 
assistant secretaries. Matscheck is in the pension and profit 
sharing trust section of the trust department; Davis and 
Newell are in security research; Sheehan in operations divi- 
sion; and Avanzino is securities custodian of the trust de- 
partment. 


SAN FRANCISCO—Ann Healy and Marjorie Bonthrone 
promoted to assistant secretaries in the security analysis and 
trust investment departmient of WELLS FarGo BANK AMER- 
ICAN TRUST Co. 


COLORADO 


DENVER—Arch L. Metzner, Jr., vice president and trust offi- 
cer of DENVER UNITED STATES NATIONAL BANK, named admin- 
istrative head of the trust department. 


CONNECTICUT 


GREENWICH & STAMFORD—At Greenwich executive of- 
fice of NATIONAL BANK & TRusT Co. trust officer Carleton 
E. Hammond promoted to vice president; at Stamford, Mrs. 
Elizabeth M. Donlan elected asst. trust officer. Hammond is 
a 1936 graduate of Brown U. and Harvard Graduate School 








THOMAS J. BYRNE 
Boston 


C. E. HAMMOND 
Greenwich 


ARCH L. METZNER, JR. 
Denver 
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of Business. Mrs. Donlan, a graduate of U. of Missouri in 
1930, did graduate work at Columbia U. and Fordham U. 
Law School. 


WINDSOR—Earle E. Edwards, vice president and trust 
officer and manager of Windsor Center Office of HARTFORD 
NATIONAL BANK & TRusT Co., retired after 52 years in the 
banking business. 


FLORIDA 


EUSTIS—George A. Hoop, Jr. advanced to vice president 
and trust officer at First STATE BANK & TrRusT Co. Before 
joining the bank in 1958, since which time he has been in 
charge of the trust department, Hoop was with Mellon 
National Bank in Pittsburgh and Barclay Westmoreland 
Trust Co. of Greensburg, Pa, 


MIAMI—Norton B. Nichols elected trust officer of First 
NATIONAL BANK. Nichols started in banking in 1939 at Han- 
over Bank of New York, later was in the trust department 
of New Haven Bank (Conn.) and in 1957 moved to Miami 
and FLoRIDA NATIONAL BANK & TRUST Co. as a trust officer. 


ILLINOIS 


CHICAGO—COoNTINENTAL ILLINOIS NATIONAL BANK & TRUST 
Co. has created a three-man management team headed by 
David H. Kennedy, board chairman and chief executive 
officer, and including Donald M. Graham who was elected 





DoNALD M. GRAHAM ROBERT P. MAYO 


TILDEN CUMMINGS 


vice-chairman of the board and Tilden Cummings, named 
president succeeding Richard A. Aishton who retired. 
Graham, graduate in 1936 of Northwestern U. Law School, 
was a partner of Mayer, Friedlich, Spiess, Tierney, Brown 
& Platt prior to joining the bank in 1953, and formerly 
headed the bank’s oil and utilities division. Cummings, grad- 
uate of Princton and Harvard School of Business Administra- 
tion, who joined the bank in 1932, has been identified primar- 
ily with commercial account relationships in the Chicago 
metropolitan area. 

Robert P. Mayo, assistant to the Secretary of the Treasury 
engaged in formulation of public debt policy since 1941, 
will become vice president in the trust investment division 
on Aug. 1. Mayo received a master of business admin- 
istration degree from U. of Washington in 1938. He was 
in charge of research for the Washington state tax com- 
mission until 1941 when he joined the Treasury Department 
as economic analyst. 

Robert L. Farwell and M. James Termondt were promoted 
to trust officers; James A. Siemens elected assistant secre- 
tary in the trust department. 

CHICAGO—At EXCHANGE NATIONAL BANK Charles G. Kap- 
lan, formerly asst. manager of the mortgage department, 
has been named head of the land trust division of the trust 
department. 

CHICAGO—Charles D. Turgrimson joined LA SALLE Na- 
TIONAL BANK as trust officer and assistant secretary, and 
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will serve as trust investment officer. He has previously 
been with Smith, Barney & Co. and Eastman Dillon, Union 
Securities & Co. 


CHICAGO—Roland J. Jurgens elected asst. trust officer of 
MuTUAL NATIONAL BANK, which he joined last October. 
Prior to this he was in private law practice. 


INDIANA 


INDIANAPOLIS—INpDIANA NATIONAL BANK _ appointed 
Frank A. Shackelford an asst. trust officer. Shackelford re- 
ceived his B.S. from Carroll College and his M.B.A. degree 
in business administration from Indiana U. He joined Indiana 
National in 1959 as a securities analyst in the trust depart- 
ment. 

MASSACHUSETTS 


BOSTON—John O’Reilly and Peter R. Sperling elected asst. 
trust officers at MERCHANTS NATIONAL BANK. 


BOSTON—At NATIONAL SHAWMUT BANK Thomas J. Byrne, 
Francis E. Howe, Frederick W. Swasey and Frederick W. 
White elected trust officers. Byrne is in charge of operations 





FRANCIS E. HOWE FREDERICK W. SWASEY FREDERICK W. WHITE 


(Mr. Byrne’s photo is on page 681) 


of the transfer, IBM, plan accounts and investment trust 
departments, and. is an alumnus of Boston U. School of 
Law. Howe is an Alumnus of U. of Maine. Swasey, graduate 
of New England Conservatory of Music and Babson Insti- 
tute, is an investment officer. White, in charge of pension 
and profit sharing trusts, is a graduate of U. of New Hamp- 
shire and holds a Master’s degree from U. of Michigan. 


CAMBRIDGE—Harvarp Trust Co. promoted Manning A. 
Williams, Jr. to trust officer. 


GREENFIELD—Merton A. Bobo promoted to asst. trust 
officer of First NATIONAL BANK & TRuST Co. with duties in 
connection with settlement of estates and estate planning in 
cooperation with attorneys. Bobo is a graduate of Suffolk 
U. and Calvin Coolidge Law School. 


MICHIGAN 


DETROIT—At NATIONAL BANK OF DETROIT James E. Adams, 
Robert R. Gerity, William E. Jackson and Walter F. Stahl- 








New Trust Department quarters at Trust Company of Georgia 
in Atlanta. 
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bush advanced to asst. vice presidents and asst. trust officers. 
Elected asst. trust officers were R. A. Crookston, Jr., Ray- 
mond T. Huetteman, Jr., Thomas N. McLean, James E. 
Robertson and Earle A. Tomes, Jr. 


MISSOURI 


JOPLIN—Duane Lawellin joined First NATIONAL BANK as 
trust officer. 


ST. LOUIS—Richard B. Kobusch elected asst. vice president 
of MERCANTILE TRUST Co. where he is engaged in research 
work for the trust investment division of the trust depart- 
ment. Kobusch returns to St. Louis from Pasadena, Cal., 
where he has been manager of financial planning in the 
Electrodata division of Burroughs Corporation. He received 
his A.B. at Harvard and is also a graduate of Harvard 
Business School. 


NEW JERSEY 


MORRISTOWN—David T. Pyne joined Trust Co. oF Morris 
COUNTY as asst. trust officer and assistant secretary. Pyne, 
lately with New York State Department of Taxation and 
Finance, was formerly with MARINE MIDLAND TRUST Co. OF 
MOHAWK VALLEY, Utica, N. Y. He has served on several 
committees of the trust division of New York State Bankers 
Association and as a member of the American Bankers Asso- 
ciation committee on cost and charges. 


NEW YORK 


GARDEN CITY—LoneG ISLAND Trust Co. promoted John J. 
McMahon to asst. trust officer at the main office. Prior to 
joining the bank in January, McMahon was with BANKERS 
TrRusT Co. and BANK OF NEW YORK. 


NEW YORK—BANK oF NEW YORK appointed Kenneth N. 
Bacon asst. vice president to supervise the public relations 
department and manage the bank’s advertising program. Be- 
fore coming to the Bank he was in charge of advertising, 
promotion and public relations for a division of Cluett, Pea- 
body & Co. 


NEW YORK—CHASE MANHATTAN BANK advanced David S. 
Carroll, Charles J, Clune, Ralph K. Holtje and Robert B. 
Whitbeck to asst. vice presidents; and appointed Apollo J. 





Davip S. CARROLL CHARLES J. CLUNE RALPH K. HOLTIE 


(Mr. Whitbeck’s photo is on page 683) 


Adamiak, John J. Fitzgerald and Howard A. Scribner, Jr. 
as investment officers. 


NEW YORK—CHEMICAL BANK & TrRusT Co. promoted to 
trust officers Lester D. Kurth, Evert O. Melander and Alexan- 
der B. Warrick, at the 100 Broadway office. 


ROCHESTER—LINCOLN ROCHESTER TRUST Co. elected 
Arnold J. Eckert, David W. Fay, John W. Fink, Edward L. 
Jenner, Melville G. MacKay, James B. Reveley and David S. 
Van de Vate as trust administrators. 


OREGON 


PORTLAND—E. C. Sammons, president of UNITED STATES 
NATIONAL BANK for the last 15 years, elevated to chairman. 
Former executive vice president Edward J. Kolar succeeds 
Sammons, who will continue as chief executive officer. 
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PENNSYLVANIA 
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PHILADELPHIA—At FIDELITY-PHIL- 
ADELPHIA TRUST Co. Samuel H. Ballam, 
Jr. elected a senior vice president in 
charge of the personal trust depart- 
ment,. succeeding Otto P. Mann, a 40- 
year veteran with Fidelity who has di- 
rected the operation since 1958 and 
retired July 1. Mann will join the law 
firm of Morgan, Lewis & Bockius. 

Ballam, who joined Fidelity in 1936, 
was formerly vice president in charge 
of the branch management department with supervision of 
the 25 office branch system. He is a graduate of U. of Penn- 
sylvania, the Stonier Graduate School of Banking and com- 
pleted the Advanced Management Program at Harvard 
Business School; and is a vice president of the Citizen’s 
Council on City Planning. 


S. H. BALLAM, Jr. 
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PHILADELPHIA—William B. Eagleson, Jr., appointed sen- 
ior investment officer in the trust department of GIRARD 
TRUST CORN EXCHANGE BANK. 


PITTSBURGH—Robert E. Butrym named asst. trust officer 
of UNION NATIONAL BANK. 


READING—J. Richard Charles advanced to senior trust 
officer at BERKS CoUNTy TRusT Co. Charles is a graduate of 
Pennsylvania State U. and the Trust School of the Pennsyl- 
vania Bankers Association. In 1959 he was awarded the dis- 
tinguished service award by the Reading Junior Chamber 
of Commerce. 


RHODE ISLAND 





kkkkK 

PROVIDENCE—INDUsTRIAL NATION- 
AL BANK announced formation of a new 
management group consisting of Presi- 
dent John Simmen and Chairman T. 
Dawson Brown and four vice presidents 
who have been given positions of 
greater responsibility. Vice Presidents 
are Gilman Angier, Curtis B. Brooks, 
Walter Coupe and John J. Cummings, 
Jr. Angier will be in complete charge 
of all loans other than real estate mort- 
gages; Brooks will continue as vice president in charge of 
the trust department and will also have general supervision 
of the advertising, public relations and business development 
program of the entire bank; Coupe will be in charge of 
operations, personnel, bank properties, mortgages, savings, 
safe deposit and branches; and Cummings will be in charge 
of bank investments and general accounting. 





CuRTIS B. BROOKS 








GORDON R. CARPENTER 
Dallas 


ROBERT B. WHITBECK 
New York 


Wo. B. EAGLESON, JR. 
Philadelphia 


PROVIDENCE—Glenn C. Brown named asst. trust officer 
in the estate planning and pension division of the trust de- 
partment of RHODE ISLAND HospPiITAL TrusT Co. Brown came 


to Hospital Trust in 1956 after graduation from Bryant 
College. 


TENNESSEE 
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NASHVILLE—C. D. Rippy, vice presi- 
dent and trust officer of COMMERCE 
UNION BANK, elected to the board of 
directors. Rippy joined the trust de- 
partment in 1929 and became head of 
the department in 1945, He is a member 
of the Tennessee, Nashville and Amer- 
ican Bar Associations. 








TEXAS 


DALLAS—At First NATIONAL BANK Gordon R. Carpenter 
advanced to vice president and trust officer, John H. Depew 
named asst. trust officer. Carpenter is former executive di- 
rector of Southwestern Legal Foundation in Dallas and is 
active in both local and national bar associations. Depew is 
in the pension trust section. 


LUBBOCK—Buck M. McNeil elected vice president and trust 
officer of First NATIONAL BANK. 


MIDLAND—John Thomas Blackwell named asst. trust officer 
of First NATIONAL BANK. 


VIRGINIA 
NORFOLK—James W. Buffington, vice president of BANK 
OF VIRGINIA, Richmond, given the added title of trust officer. 
He is in charge of the trust department serving the Tide- 
water area. Buffington attended Staunton, American U., and 


is a graduate of the Graduate School of Banking at Rutgers. 
He joined the bank in 1946. 


WASHINGTON 


SEATTLE—Warren W. Adams promoted to vice president 
in charge of the University Branch of the trust department 
of Paciric NATIONAL BANK. 








IN MEMORIAM 


Los Angeles, Cal. — F. J. THIEME, 
JR., vice president and trust officer of 
CITIZENS NATIONAL BANK. 


St. Paul, Minn. — CHARLEs J, RITT, 
executive vice president and trust of- 
ficer of MipwAy NATIONAL BANK. 


London, Ont., Canada — J. P. CoLL- 
VER, assistant general manager of 
CANADA TRUsT Co. 
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Individuals seeking positions in trust 
departments may have free listing 
(maximum seven lines). Responses 
to listings should be addressed to the 
Code number shown, care of “Trusts 
and Estates,” for forwarding. 


Position as vice president of estate 
planning in bank with at least $250 mil- 
lion trust department desired by officer of 
a much larger trust company. Lawyer, 
under 50, proven ability in all phases of 
trust work. More than modest five-figure 
salary required. 66-4 


Trust operations officer, 39, fourteen 
years banking experience, 8 years in 
trusts, all phases. Recent graduate, 
Stonier Graduate School of Banking, 
seeks position with career potential in 
New York or Philadelphia area. 66-5 


Former trustman, 38, graduate of 
Stonier School of Banking, 4 years ex- 
perience in operation and administration 
of small trust department, desires posi- 
tion in small or medium sized trust de- 
partment. Prefers South, Midwest or 
Southwest. 66-6 


Trustman with broad background in 
public relations interested in interim ap- 
pointment as the principal consideration 
selection and training of a successor. 66-7 


Attorney-pension administrator, 36, ten 
years experience; presently pension ad- 
ministrator of large industrial corpora- 
tion; formerly senior pension trust ad- 
ministrator N. Y. bank. Seeks assistant 
trust officer position with progressive 
bank. Will relocate. 67-4 


A A A 


MERGERS, NEW TRUST POWERS, 
CHANGE OF TITLE & LOCATION 


Maywood, Ill. — MaAywoop-Proviso 
STaTE BANK has established a _ trust 
department and elected Nancy K. Kelley 
as trust officer, and Peter D. Gianchini 
and John J. Murphy, asst. trust officers. 

Rockford, Ill. — CENTRAL NATIONAL 
BANK has been granted trust powers and 
appointed Kenneth J. Koerber as trust 
officer. Koerber was with First NATION- 
AL BANK of Chicago for four years prior 
to assuming his new position. 

Baltimore, Md. — The Comptroller of 
the Currency has issued his formal cer- 
tificate of approval making effective June 
24 the consolidation of FIDELITY-BALTI- 
MORE NATIONAL BANK and the MAry- 
LAND TRUST Co., under the name of 
BALTIMORE NATIONAL BANK. Consolida- 
tion had been delayed by the passage of 
the new Federal bank merger law en- 
acted on May 13 but established addi- 
tional procedural requirements for the 
Comptroller. Top officers of the Bank 





ee 


Trust Department Opportunities 
in 


Southern California 


The growth of our Trust Department is creating exceptional oppor- 
tunities for those possessing experience in the following categories: 


TRUST ADMINISTRATION — Two years’ experience in the ad- 
ministration of trusts and estates required. 


TRUST DEVELOPMENT — Two years’ experience in trusts and 
estates planning required. Knowledge of community prop- 


erty heplful. 


REAL ESTATE MANAGEMENT ADMINISTRATOR — 


A well- 


rounded experience in management of all types of real 
property, including appraisal and determination of insur- 


able values, required. 


SECURITIES TRADER — Substantial background in stocks and 


bonds trading required. 


Attractive salaries and Employee Benefits Program offered. 


Please send resume, including salary data, to 


Box H-67-3, Trusts and Estates 
50 East 42nd St., New York 17 
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were noted in T&E p. 377 April. Trust 
department senior officers include -J. 
Hambleton Ober, chairman of the trust 
committee; John H. Croker, vice presi- 
dent and senior trust officer; Alexander 
Gordon, III, Barron P. Lambert and 
James G. McCabe, vice presidents and 
trust officers. The main office of the bank 
is located at Baltimore and Light 
Streets; the trust department will shortly 
be consolidated at the Fidelity Building 
at Charles and Lexington Streets. 

Akron, Ohio — Consolidation of DIME 
BANK and BANK OF AKRON was ap- 
proved by stockholders under the title of 
AKRON-DIME BANK. John H. Miles will 
become co-chairman with David R. 
Evans, co-chairman and chief executive 
officer; M. S. Richardson to become presi- 
dent. 

Vinita, Okla. — Under trust powers 
granted to the FIRST NATIONAL BANK a 
new trust department was opened under 
the supervision of George M. Reeves, 
board chairman and trust officer. 

Portland, Ore. — PORTLAND TRUST 
BANK has changed its name to THE 
OREGON BANK to reflect the fact that 
soon new branch offices will be opened in 
three other Oregon cities. 





Satisfied with your 
trust operation? 


If not, a survey by a thoroughly qualified 
trust (and public relations) executive with 
convincing references, could supply some 
answers ... could provide facts and objec- 
tive opinion on which to base decisions. 
Box S-67-1, Trusts and Estates 
50 East 42nd St., New York 17 








TRUST OPERATIONS 
OFFICER 


Southern California Trust Department 
needs experienced man 35 to 45 years of 
age knowledgeable in trust accounting 
(iBM), cashiering, securities transactions 
and vault procedures. Full supervision of 
50 employees with responsibility for sys- 
tems and procedures. 

Eox H-67-2, Trusts and Estates 

50 East 42nd St., New York 17 








TRUST BANKERS 


If you are in any trust banking capacity 
(Trust/Estate Administration; Trust In- 
vestments; Corporate Trust; Estate Plan- 
ning, etc.) or are seeking personnel in 
these areas, our service should be of defin- 
ite interest to you. We specialize in plac- 
ing trust banking personnel & invite appli- 
eants & employer-clients to inquire in 
strict confidence. Send resumes, including 
salary & geographical area desired to Mr. 
Howard, to arrange for a mutually conve- 
nient appointment, or call BArclay 7-9000. 


"A PERSONALIZED APPROACH 
TO PROFESSIONAL SERVICE’ 


DON 
HOWARD 
PERSONNEL, INC. 


50 CHURCH STREET -LOBBY 
NEW YORK 7, N. Y. 
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Legislation affecting Trusts and Estates 


(Third 1960 Report) 


GEORGIA 


Act No. 519: Amends Sec. 49-204, re- 
lating to notice of application for order 
to sell and reinvest estate of ward, to 
require that only citation (not petition) 
be published; also provides that service 
upon ward shall not be necessary if such 
ward is patient, either at Milledgeville 
State Hospital or Georgia Training 


School for Defectives at Gracewood, or’ 


if ward resides outside Georgia. 

Act No. 533: Provides that where 
trust instrument is silent as to time and 
frequency of distribution of income, trus- 
tee shall distribute all net income de- 
rived from trust property at least once 
each calendar or fiscal year; “net in- 
come” is defined as gross income less ex- 
penses, other proper charges and such 
reserve as may be necessary to preserve 
trust property. 

Act No, 558: Provides that if year’s 
support is set apart for benefit of any 
person in respect to land in which there 
is recorded option to purchase or con- 
tract to sell outstanding at time same 
is so set apart, such person and any 
purchasers or lessees after the same has 
been so set apart shall take said land, 
or any interest therein, subject to all 
rights and privileges of grantee of op- 
tion or contract and of any assignee of 
option or contract, if such assignment 
is also recorded. 

Act No. 593: Provides that person who 
has been released as sane from institu- 
tion operated by U. S. Veterans Ad- 
ministration or other U. S. agency may 
be legally restored to sanity if release 
order is filed within 10 days after re- 
lease with Ordinary of. county from 
which such person was originally com- 
mitted. Thirty days from receipt of 
such order, Ordinary shall, by order, 
legally restore such person to sanity. 

Act No. 617: Amends Sec. 92-3401 to 
provide that Georgia estate taxes shall 
be in amount equal to amount allowable 
as credit for State death taxes under 
Sec. 2011 of Federal Internal Revenue 
Code of 1954. If decedent owned proper- 
ty located in another state which state 
requires payment of tax for which credit 
is received against Federal estate taxes, 
any tax due hereunder shall be reduced 
proportionately. Repeals Sec. 92-3402 re- 
lating to certification by Revenue Com- 
missioner to Ordinary of county where 
estate is being administered of amount 
of estate tax determined to be due. 

Acts 629 & 714: Makes legal for fidu- 
ciary investment bonds of State Penal 
and Rehabilitation Authority and Savan- 
nah Transit Authority. 


KENTUCKY 
S.B. 223, 224 & 273: Makes legal for 
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fiduciary investment bonds of Turnpike 
Authority of Kentucky, Department of 
Highways Turnpike Project, and Ken- 
tucky Public School Authority. 


MASSACHUSETTS 


Ch. 118: Amends G.L., ec. 191, $10 by 
increasing from one dollar to five dollars 
fee payable by testator or someone act- 
ing in his behalf to register of probate 
upon deposit of will for safekeeping. 

Ch. 179: Adds §9A to G.L., ¢. 215, 
to validate acts of fiduciary performed 
between entry of decree appointing him 
and expiration of period allowed for ap- 
peal therefrom in cases where no ap- 
pearance against appointment was en- 
tered, or if entered was withdrawn, prior 
to entry of decree, whether or not ap- 
peal has been taken within period al- 
lowed. 

Ch. 287: Amends G.L., c. 152, $33, to 
provide that where death results from in- 
juries in situation covered by workmen’s 
compensation, insurer shall pay reason- 
able expenses of burial up to $1,000. 


MISSISSIPPI 


H.B. 150: Amends Sec. 439 to con- 
form duties and powers of guardians of 
wards other than minors with those of 
guardians of minors, particularly as to 
renewal, creation or execution of en- 
cumbrances upon real and personal es- 
tate of wards. 

H.B. 151: Amends Sec. 417 to permit 
chancery court or chancellor in vacation 
to authorize building of any new build- 
ings on lands of ward if to best interest 
of said ward. 

H.B. 278: Amends Sec. 640 to enable 
final account of executor to be heard by 
chancellor in vacation. 

H.B. 314: Provides that vouchers shall 
not be filed with accountings by execu- 
tor, administrator, custodian or trustee 
when account is presented by bank or 
trust company subject to supervision of 
department of bank supervision and offi- 


cer of such institution swears’ that 
vouchers are on file at bank or trust 
company. 


H.B. 337: Amends Sec. 9262-24 to give 
commissioner right to make additional 
assessment of estate tax within two 


years after taxpayer’s contest with 
Federal government has been deter- 
mined. 

H.B. 340: Amends Sec. 9262-04 to 


provide for use of alternative methods of 
valuation for estate tax purposes, more 
nearly complying with that used on 
Federal return. 

H.B. 705: Designates more clearly 
statutes relative to guardians. 

H.B. 706: Declares that every guar- 
dian appointed by any court shall be a 
general guardian. 


S.B. 1619: Provides for removal of 
trustees and others exercising authority 
over certain classes of trusts, and for 
appointment of successor trustees. 

S.B. 1907: Designates guardian which 
parent may appoint, with such guardian 
being declared general guardian. 

S.B. 1939: Adopts Uniform Act for 
Simplification of Security Transfers by 
Fiduciaries. 


RHODE ISLAND 


Ch. 22: Eliminates requirement of ad- 
vertising petitions for perpetual care. 

Ch. 51: Changes filing date for state 
gift tax returns from January 31 to 
April 15. 

Ch. 65: Increases state gift tax rates, 
range now being 2% to 9% as against 
former 1% to 7%, and exclusion being 
reduced from $4,000 to $3,000. 

Ch. 147: Enacts Uniform Commercial 
Code, effective Jan. 2, 1962. 

Ch. 163: Authorizes executors and ad- 
ministrators to pay legacies, with ap- 
proval of court, to minors without re- 
quiring guardianships up to $1,000 (was 
$500). 

Ch. 218: Increases inheritance (trans- 
fer) tax rates from range or 1-11% to 
2-15% ; taxes life insurance which ag- 
gregates more than $50,000. 


SOUTH CAROLINA 


Act 714: Amends Section 67-53, by 
requiring of non-resident individual trus- 
tees appointed by court bond in same 
amount as required of non-resident ex- 
ecutors and administrators. 

Act 715: Amends Section 19-553, by 
making applicable to testate as well as 
intestate estates prohibition against dis- 
tribution of personal estate of decedent 
before six months from death. 

Act 720: Amends Section 19-591, by 
requiring non-resident executors and ad- 
ministrators to furnish same bond as 
required of resident administrators. 

Act 721: Amends Section 19-482, to 
broaden power of Probate Court to per- 
mit executors and administrators tu 
compromise and settle certain claims. 

Act 771: Amends Section 10-1307, by 
providing for posting of citations and 
notices in estates of $500 or less on 
door of courthouse in county where ad 
ministration proceedings are had instead 
of county where estate is situated. 

Act 783: Exempts pension, profit 
sharing, stock bonus, and annuity trusts 
from rules against perpetuities and re- 
straints on alienation. 

Act 815: Repeals Section 67-5, which 
makes trust deeds of chattels to use of 
grantor void. 


A 2 3b 


e The 8th annual law scholarship of 
$500 was recently awarded by Liberty 
National Bank & Trust Co., Oklahoma 
City to a student in estate planning at 
Oklahoma College of Law. 
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WILL CLAUSES 
(Continued from page 626) 


discharged from the testator’s personal 
estate.2! The rule is the same whether 
the creditor files a claim, or ignores the 
estate and relies upon his security.** The 
right to exoneration also applies in in- 
testacy cases where, under the rules of 
descent, real estate and personalty pass 
to different persons, the heir having the 
right to have the mortgage paid from 
the personal estate.** 

Assume the testator is married and 
owns the farm in joint tenancy with 
right of survivorship with his wife, and 
it is subject to a $20,000 mortgage. Be- 
sides the farm, he owns $30,000 in se- 
curities, and leaves a will giving the 
“residue” of his estate to a daughter. 
Let us assume also that the wife signed 
the mortgage note as an accommodation 
to her husband.** One line of cases, 
emphasizing the joint nature of the debt. 
requires the surviving joint tenant and 
the estate to contribute equally to the 
payment of the debt.?° The other line, 
emphasizing the surviving tenant’s suc- 
cession to the full title to the property 
by virtue of her right to survivorship, 
requires the widow to bear the entire 
debt without right of contribution from 
the estate.”® 

Does a direction to pay “debts” in- 
clude “secured debts”? Some courts say 


“In Re Estate of Nawrocki, 200 Ore. 660, 268 P. 
2d 363. See cases collected 5 A.L.R. 488, 72 A.L.R. 
709, 120 A.L.R. 577 and 168 A.L.R. 701. See notes: 
35 Tex. L. Rev. 289; 40 Cal. L. Rev. 457. See also 
Tyler, “Should the Widow Pay’’? 47 Ill. B. Jour. 850 
(1959). 

22Estate of Bernal, 165 Cal. 223, 131 P. 375; 4 Page 
on Wills (Lifetime Ed.), Sec. 765. 

Sutherland v. Harrison, 86 Ill. 363. 

4The fact that the devisee signs the note and 
mortgage for accommodation of the testator does 
not bar the devisee’s right of exoneration if other- 
wise entitled. 4 Page on Wills (Lifetime Ed.), Sec. 
1486, p. 298. 

Cunningham v. Cunningham, 158 Md. 372, 148 
A. 444, 67 A.L.R. 1176. 

26Lopez v. Lopez, (Fla.), 90 So. 2d 456. See Henry, 
“Joint Tenancy Subject to Mortgage — Liability of 
Decedent’s Estate,”’ 45 Ill. B. Jour. 826. 


“ves”; some say “maybe yes, maybe 
no”; many courts say a “debt” clause 
is only a formal provision expressing 
what the law requires in any case, and 
the direction does not cover secured 
debts.** 

Some attorneys say: “I always resolve 
the problem by adding to my debt clause 
the phrase: except secured debts.” To be 
sure this negatives any implication to be 
drawn from the debt clause itself, but 
does it fix sufficiently the responsibility 
for payment? The same _ uncertainty 
arises when the phrase “subject to the 
mortgage” is added to a devise of realty. 
It may mean only that the testator knew 
the property was mortgaged, without 
implying that the devisee should dis- 
charge it.2* What is needed is a pro- 
vision in the will so clear and unambig- 
uous as to leave no doubt as to the testa- 
tor’s intent. Suggested clauses might 
read: 


Estate to assume: 


(Add to “Debt” clause) .. . in- 
cluding without right of reimburse- 
ment or contribution all debts secured 
by property or insurance even though 
not comprising a part of my probate 
estate. 

Estate not to assume: 


(Add to “Debt” clause) All debts 
secured by property or insurance, 
whether or not included in my probate 
estate, shall be charged to and as- 
sumed by the devisee, legatee, bene- 
ficiary or surviving joint tenant of 
such property or insurance. 


Can a testator who intends a surviv- 
ing joint tenant to assume the entire 
debt, by his will impose an obligation 
on the survivor, if not a legatee under 
the will? No satisfactory case in point 
has been found, but contribution is a 
doctrine of equity and no court of equity 


27See cases collected 5 A.L.R. 507, 72 A.L.R. 714 
and 120 A.L.R. 577. Also see 4 Page on Wills (Life- 
time Ed.), Sec. 1490. 

Annotation 2 A.L.R. 2d 1312; 57 Am. Juris., 
“‘Wills,’’ Sec. 1479. 
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Trust Departments in the 
Pacific Northwest. 


2nd Avenue at Spring St. Seattle 


will listen long to such a legalistic argu- 
ment from one who has obtained full 
title to the property through the sur- 
vivorship.”® 

The clauses include insurance as well 
as property, for the same problems exist 
when a testator borrows money using 
his insurance as collateral, and the same 
issues arise between the beneficiary and 
the estate.*° 

Another problem is raised when the 
major asset of the estate (e.g. a farm or 
shopping center), which is mortgaged 
to the hilt, is left to the widow (in trust 
or outright) with remainder to the chil- 
dren. The law in most states is settled 
that the income taker is chargeable only 
with the interest on the mortgage.*! 
Principal must be repaid from corpus. 
But if the only asset of the trust or legal 
estate is mortgaged real estate, how can 
the debt be repaid, for there are no cor- 
pus funds to use for the purpose? There 
is usually little choice but to sell the 
property. 

The quick answer might be to require 
interest and principal payments to be 
made from income. But if there is a 
marital deduction trust, would this not 
jeopardize the tax deduction? To be 
sure, the entire income of the “B” trust 
could be devoted to this purpose, but 
usually it is not enough. Moreover, this 
solution could lead to unfairness if the 
widow should appoint the marital share 
away from the remaindermen of the 
“B” trust. 

One drafting solution appears reason- 
ably satisfactory. The estate tax regula- 
tions appear to sanction reasonable re- 
serves out of income for depreciation.*” 
If the will authorizes the trustee to set 
aside reasonable reserves for deprecia- 
tion out of the income of both the “A” 
and “B” trusts and add them to princi- 
pal, this in most cases makes enough 
monies available in the principal ac- 
counts of the two trusts to repay the 
mortgage.** This method has been used 
successfully in a number of states. How- 
ever, it requires a specific authority in 
the trustee since the general rule is that 
a trustee may not establish depreciation 
reserves out of income without express 
power in the will. Such an authority to 
establish depreciation reserves might 
read: 


“The Trustee shall have the power 


See Fleming, “Apportionment of Federal Estate 
Taxes,” 43 Ill. L. Rev. 153, 167-58. 

30See In Re Cohen’s Estate, 23 Ill. App. 2d 411, 
163 N.E. 2d 553. 

31Bogert on Trusts, Secs. 603, 802; Ellis v. King, 
336 Ill. App. 298, 83 N.E. 2d 367. 

82Federal Estate Tax Reg. 20.256 (b)-5(f) (3). 

3A pplication of depreciation reserves to the pay- 
ment of mortgage upheld. In Re Clark’s Trust, 306 
N.Y. 733, 117 N.E. 2d 910. 
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and discretion to establish out of in- 
come and credit to principal reason- 
able reserves for depreciation.” 


V. Allocation of Receipts from 
Severance of Natural Resources 


The lure of the depletion allowance 
for income tax purposes* has led many 
testators to invest in oil, gas and min- 
eral leases, frequently on lands in other 
states. In some areas, testators may own 
large timber holdings which are or may 
be subject to cutting contracts, or quarry 
properties. When these interests come 
into their estates and their wills create 
trusts, how should the receipts be allo- 
cated as between income and principal? 
Does it matter whether the lease or con- 
tract is entered into before or after 
death? *® 

There is great diversity of view on 
this subject from state to state*® and the 
conflict of laws rules are equally unclear 
whether it is a mere matter of adminis- 
tration to be determined according to 
law of situs of the trust, or a matter of 
the nature of the interest as “realty” or 
“personalty” and whether in turn this is 
determined by law of state of the situs 
of the trust or of the oil, gas or mineral 
lands.37 Some 20 states have the Uni- 
form Principal and Income Act under 
which all such receipts are allocable to 
principal.*® But the act fails to make it 
clear whether this rule applies only when 
the lease or contract is entered into after 
the testator’s death. In other words, does 
the Uniform Act supplant the “open 
mine” rule where that doctrine was in 
effect? 

Much troublesome litigation can be 
avoided by a specific provision in the 
will such as: 


All proceeds from timber sales and 
all bonuses, royalties, rents or other 
considerations received under any 
lease for mineral rights shall be al- 
located to income, except that in each 
case the portion which may from time 
to time be taken as a depletion deduc- 
tion under Federal income tax laws 
shall be allocated to principal. 

All proceeds from timber sales and 
all bonuses, royalties, rents or other 








considerations received under any 
lease for mineral rights shall go 
per cent to income and per cent 


to principal. 


VI. “Suisman”’ Rule 


In periods of rising values such as 


4I.R.C. 1954, Secs. 611-613. 

Under the so-called ‘open mine’”’ rule, receipts 
from the severance of natural resources belonged en- 
tirely to the life tenant if the mine, well or quarry 
was in operation at the death of the testator. 

°6See cases collected 18 A.L.R. 2d 98. 

Central Standard L. Ins. Co. v. Gardner, 17 IIl. 
2d 220, 161 N.E. 2d 278. 

See Sec. 9 of the Uniform Act, Disposition of 
Natural Resources. 
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those in recent years, the “Suisman” 
rule*® proves troublesome indeed to ex- 
ecutors in satisfying pecuniary legacies. 
This rule holds that when property in 
kind is turned over in satisfaction of a 
pecuniary legacy, a “sale or other dis- 
position” occurs for capital gains tax 
purposes. 

The rule has particular application to 
marital deduction bequests phrased in 
terms of “amount equal” to a given per- 
centage of the taxable estate,*° although 
it also applies to legacies of stated 
amounts such as $25,000 or $50,000. 
Rather than sell assets and deliver cash 
which may involve liquidation and sac- 
rifice, the executor turns over securities 
or other property in kind to satisfy the 
bequest. 

Whenever a will contains a sizeable 
“dollar” bequest, authority in the execu- 
tor to satisfy it in cash or kind at estate 
tax values avoids problems which may 
be encountered without such power. It 
seems reasonably clear that a testator 
may specify a time other than the date 
of distribution to control valuation;* 
and it is generally agreed that a direc- 
tion to distribute assets in kind to satisfy 
a bequest at Federal estate tax values is 
valid and will eliminate the capital gains 
problem.*? A clause of this kind might 
read: 


Any property assigned or conveyed 
in kind to satisfy said [any pecuniary] 
bequest shall be valued for that pur- 
pose at the value thereof as finally 


determined for Federal estate tax 
purposes, 
A word of caution: The direction 


should relate specifically to the satisfac- 
tion of bequests. In a recent New Jersey 


*Suisman v. Eaton, 15 F. Supp. 113, Aff’d 83 F. 
2d 1019, cer. den. 299 U.S. 573. 

4°See Rev. Rul. 60-87, I.R.B. 1960, 10, 18. See also 
Fleming, ‘“‘Provisions for Trusts,”” Univ. of Ill. Law 
Forum, 1950 (Fall), p. 341, 343 et seq. 

‘1Boston Safe Deposit & Trust Co. v. Reed, 229 
Mass. 267, 118 N.E. 333; In Re Bush’s Will, 156 
N.Y.S. 2d 897. 

*°Casner, Estate Planning (2d Ed.), p. 649. 


case, Estate of Kanter, 143 A. 2d 243, 
144. A. 2d 553, the will provided: “All 
values shall be those finally determined 
for Federal estate tax purposes.” The 
court held that to seize upon this sen- 
tence to control the valuation of assets 
assigned to a formula marital bequest 
would be to lift it out of the “context of 
entirety of the paragraph in which it is 
found.” As a result, the executor was 
required to use “date of distribution” 
values. 


It would seem that this view renders 
the sentence superfluous and without 
meaning, since date of distribution val- 
ues would have been used without them, 
and the only meaning the testator could 
have had was to alter the result. A New 
York court, Jn Matter of Bush, 156 
N.Y.S. 2d 897, reached the opposite re- 
sult. The moral: make sure that the 
direction that tax values shall control is 
specifically pointed to the satisfaction of 
pecuniary bequests. 


A AA 


O’TooLeE Jorns ABA News Bureau 


Edward T. O’Toole became assistant 
director of the News Bureau of the Amer- 
ican Bankers Association on July 5 after 
serving in the pub- 
lic relations and 
advertising depart- 
ment of The Chase 
Manhattan Bank 
for the past nine 
years. 

A native of New 
York Cit y Mr. 
O’Toole previously 
was a staff writer for “Cosmopolitan 
Magazine” and a reporter and feature 
writer for the “New Hampshire News,” 
Manchester, N. H. He also was New Eng- 
land staff correspondent for “Newsweek 
Magazine” and a radio news commenta- 
tor. 
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ON THE PUBLICITY FRONT 


Booklets 


“The Parmenter Story,” a 16-page 
printed account of an actual trust de- 
partment customer experience from 
Harvard Trust Co., Cambridge, Mass., 
illustrates the gold-mine of public rela- 
tions material that lies in the records of 
every trust department of any stature. 
The Parmenter brothers, both bachelors, 
were primarily cattlemen, living in Way- 
land, Mass. They took an interest in 
their community and their neighbors, 
and they did their banking — when they 
went to town to sell cattle — at First 
National Bank of Cambridge, later the 
Harvard Trust Co. After many years of 
this relationship, Henry Parmenter died. 
consolidating the family funds, and his 
brother made a gift of a parsonage to 
the First Parish Church in his memory. 
But when Jonathan died at the age of 
89, everyone in Wayland was astonished 
at his estate of $1,500,000. This had 
come about through years of following 
the advice first of Willard A. Bullard — 
a neighbor and president of the bank — 
and, after his death, of Walter Earle, un- 
der whose guidance the Parmenter for- 
tune doubled in the last ten years of 
Jonathan’s life. It was only natural that 
the will named Harvard Trust executor 
and trustee. 


What was the Parmenter memorial? 
Not just the simple stone erected by 
Jonathan’s direction for the family 
grave. The real memorial, after bequests 
to relatives, friends, and banker Bul- 
lard’s widow, included a water supply 
for Wayland plus cash of $17,500; a 
Community Health Center with provis- 
ion for medical and dental clinics, lab- 
oratories, first aid, and quarters for a 
resident doctor, plus enough money to 
pay the operating expenses; scholarship 
funds that have already enabled 46 
young women to graduate from Rad- 
cliffe and have assisted 1,300 students at 
Harvard; and the market value of the 
investment remaining in the hands of the 


“Welcome to a New World of Bank- 
ing” titles an introduction to the new 
facilities at First National Bank, Fort 
Lauderdale. Illustrated by drawings, the 
section on the trust department observes 
that “Customers will find the new quar- 
ters of this department unrivaled in 
beauty and luxurious comfort.” 


“We invite you...” is an illustrated 
booklet devoted to the trust department 
of Trust Company of Georgia, Atlanta, 
and initially distributed at the Open 
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House recently held to introduce cus- 
tomers and friends to the Department’s 
remodelled quarters on the first floor. 
This booklet, with a simulated door for 











Senior vice president A. D. Boylston, Jr., 
in his office in new quarters of Trust De- 


partment of Trust Company of Georgia, 
Attanta. Booklet commemorated open house 
for customers. 


a cover, cites a trust asset growth in 25 
years from $50 million to $500 million 
and describes the various departmental 
services and facilities. Visitors at the 
Open House were invited to inspect the 
vault where securities are lodged in 12 
rotary files, said to be the first such in- 
stallation in the country. 

Two pages of answers to common 
mental blocks against trust company 
service are included in the current issue 
of “Forethought,” the bi-monthly maga- 
zine from Montreal Trust Co. The ob- 
jections dealt with are that trust services 
are for millionaires only, are too im- 
personal, that “my friend knows my 
family better,” “I don’t want to tie 
up my estate,” and finally “Trust serv- 
ices are too expensive for me.” 

“Woman’s Business,” the recently 
launched publication for women from 
Harris Trust & Savings Bank, Chicago, 
contains in the June-July issue some 
practical remarks on the “Woman on her 
own... After paying tribute to the 
independence of the modern woman, au- 
thor Ruth MacKay points out that “the 
self-supporting woman must face realis- 
tically several essentials that spell sz- 
curRITY. Among the “essentials” — one 
for each letter of the word — is “In- 
formed advice concerning savings, in- 
vestments, insurance, trust funds, wills. 
real estate...” 


Forums 


On June 7 and 8 Title Insurance & 
Trust Co., Los Angeles, sponsored two 
identical Family Estate Planning For- 


ums in Los Angeles and Pasadena. 
Speakers at this 9th annual forum were 
Jack R. Lovell, attorney, who discussed 
“Building Estates for Children”: John 
C. Argue, attorney, who presented 
“Planning Your Estate to Minimize Tax- 
es’; and J. Leonard Lyons, attorney, 
who examined “Family Problems Cre- 
ated by Joint Tenancy Titles.” The wo- 
men who attended these sessions re- 
ceived copies of trust officer William R. 
Spinney’s book, Estate Planning—Quick 
Reference Outline, now in its seventh 
edition, and the current issue of the 
trust newsletter To Have and To Hold. 


On May 17 over 300 women attended 
a forum in Toronto sponsored by the 
Trust Companies Association of Canada. 
Publicity in newspapers and magazines 
was supplemented by invitations based 
on a list of names provided by each of 
ten trust companies which agreed to 
share the expense and from each of 
which two representatives were present, 
identified by appropriate badges and 
available to talk informally with the 
guests. Also present were officers from a 
number of women’s organizations. 


After a showing of the trust film, “So 
Little for Eve,” a panel discussion was 
conducted by Henry E. Langford, Q.C., 
president, Chartered Trust Co. (moder- 
ator); J. T. Gow, Q.C., barrister; J. M. 
Tomlinson, C.L.U., Manufacturers Life 
Insurance Co.; G. D. Forsyth, assistant 
treasurer, National Trust Co., Ltd.; A. 
Roy Courtice, Q.C., executive counsel, 
Toronto General Trusts Corp. More than 
50 questions were asked by members of 
the audience. 


The printed program included nine 
questions that would be discussed by the 
panel and the women were given copies 
of the booklet “What Canada’s Trust 
Companies Can Do For You” along with 
a memo pad and ball point pen. Refresh- 
ments were served at the end of the pro- 
gram. 


Newspaper and Magazine Advertising 


“Vacation Plans” received a comment 
between the May and June pages of a 
calendar issued by State Street Bank & 
Trust Co., Boston. The reader was ad- 
vised that “you may enjoy a continuous 
vacation from financial cares by arrang- 
ing for our Personal Trust Department 
to take charge of your securities, collect 
income, etc. — in short, act as your 
financial secretary . 3 


“First Trust Company in the First 
State” titles a 75th anniversary adver- 
tisement of Bank of Delaware, Wilming- 
ton. “Until 1885,” the ad informs its 
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readers, “every executor and trustee in 
Delaware was an individual. But on 
Thanksgiving Day of that year the com- 
pany’s new building was opened for in- 
spection, thereby bringing a new con- 
cept to Delaware: trust and estate ad- 
ministration by a group of trained spe- 
cialists.” 

“The Chinese had the bright idea .. . 
but it took New England ingenuity to 
make insurance what it is today” ob- 
serves an ad from National Shawmut 
Bank, Boston. The text pays tribute to 
the insurance business. 

“Planning Your Living Estate . . . an 
ingredient of your success” forms the 
subject of an ad from National Boule- 
vard Bank, Chicago. The ad explains 
what an estate is, why planning is need- 
ed, and that the advantages are “not 
only for those with a great deal of prop- 
erty, but for all of us who hope to save 
a little and invest a little.” 


“Are you one of the many who are 
not quite sure about their life insur- 
ance program?” asks an ad from Com- 
merce Union Bank, Nashville. The 
theme of the ad is that life insurance 
will be “more effective” if it is consid- 
ered as part of an over-all estate plan. 

“Now Available in Fort Morgan,” be- 
gins an ad of Farmer State Bank in 
that Colorado community which an- 
nounces to the public the bank’s new 
trust powers. Advantages of trust de- 
partment service cited in the ad are con- 
tinuous existence, availability. impartial 
and confidential attitude, government 
supervision and bookkeeping and safe- 
keeping facilities. 

“Helping to guarantee “her peace of 


mind” — the woman in the ad of First 
National Bank & Trust Co., Tulsa, that 
is — are her husband, his lawyer, his 


insurance advisor and his accountant — 
all pictured in the ad. The text empha- 
sizes the importance of life insurance. 

“Home fires burn brightest in an at- 
mosphere of financial security,” says an 
ad of Fert Worth National Bank. The 
family scene is pictured and the text 
suggests “the foresight of sound estate 
planning” and “a legal will drawn prop- 
erly by your attorney” as essential to 
ebtaining this financial security for “the 
years to come.” 

“What per cent of your estate will 
they inherit?” inquires an ad of South- 
ern Bank & Trust Co., Richmond. A 
larg ‘ sign shows a picture of wife 
and children in one circle and in the 
other the man’s hand putting his name 
on his will. The text explains that in no 
case will the family get 100% of the es- 
tate, but they will receive “certainly 
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more if it is soundly handled by an ex- 
perienced executor” (or co-executor). 
“John! He’s too young for algebra! 
. . . He’s gotta be smart so he can win 
a college scholarship.” This conversa- 
tion between parents accompanies a car- 
toon type drawing of the family with 
Junior still in his play pen in an ad from 
Marine Trust Co. of Western New York, 
Buffalo. Below is the 


observation, 
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‘“Surer way: Provide for him by plan- 
ning your estate with Marine” and the 
advice, “Don’t dismiss Estate Planning 
as something for ‘rich people’ only.” 
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How Southern Arizona Bank 
Builds Trust Business 


Most favorable results have followed 
the campaign for new trust business re- 
cently developed by Southern Arizona 
Bank & Trust Co., Tucson. 

A year ago the bank management 
brought back as head of trust operations 
William de Cook, who as vice president 
had played an important role in the 
early history of the trust department. 
At this time the department had trust 
assets amounting to less han $10 mil- 
lion and employed 11 people headed by 
two trust officers. The expansion pro- 
gram took the following form. 

Contact with each of 250 attorneys 
in Tucson was obtained by personal call 
or letter. Publications like the “U.S. 
Master Tax Guide” and Sample Trust 
Instruments and Wills were mailed. 
This was followed by a similar approach 
to insurance representatives. Personal 
letters and mailing of publications like 
Diamond Bulletin’s “Tax Facts on Life 
Insurance” were supplemented by talks 
on estate planning whenever requested 
by an insurance agency. These talks 


pointed out the advantages of mutual 
cooperation. 


A bank officer and director program 
was initiated which was considered of 
primary importance. President Louis J. 
Felix wrote to each officer and director 
enclosing a short booklet, “How Trust 
Service Benefits You and Your Fam- 
ily.” Mr. de Cook and Ben Storek, trust 
officer, then talked with each officer and 
director individually, discussing trust 
services in three phases. 

The first phase discussion, lasting one 
hour on the average, offered analysis of 
the officer’s own estate and suggestions 
concerning the department’s service as 
executor and trustee. Most of the ofh- 
cers thought that their estates were too 
small, but after a discussion of intestacy, 
guardianship for minor children, and 
possible inheritance tax impact (with ef- 
fective use of a blackboard), they be- 
came actively interested in a manner that 
provided a receptive foundation for the 
next two phases. 


The second phase consisted in a half 
hour briefing on estate planning includ- 
ing descriptions of testamentary, short 
term and insurance trusts, gift and 
estate taxes, joint tenancy as against 
community property, and bonds _pur- 
chased at discount redeemable at par 
in payment of estate taxes. This phase, 
which usually ended with questions and 
answers, was designed to convince the 
officers that most of their clients have 
estate problems more serious than the 
officer’s own problems. 

The third phase was the solicitation 
of each officer’s assistance in the com- 
pilation of a list of 500 prospects who 
could be approached on a personalized 
basis. 

Results were remarkable. The trust 
department is no longer mysterious to 
the bank’s officers. Assets have almost 
doubled in a year. Net earnings for 1960 
are projected at twice those of the past 
year. While some of the new business 
was generated by attorneys and life un- 
derwriters, most of the officers and di- 
rectors have now named the bank in a 
fiduciary capacity and are genuinely 
interested in promoting trust services. 

Owing to these developments, adminis- 
trative problems have now intensified. 
Bookkeeping must be switched to [.B.M. 
A Common Trust Fund must be estab- 
lished and competent personnel of officer 
potential obtained, “Paradoxically, with 
our hands full,” Mr. Storek told Trusts 
AND Estates, “we have not yet utilized 
our list of 500 which we know is a real 
gold mine of trust prospects who need 
our services.” 
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SPRINKLING TRUSTS 
(Continued from page 630) 


of an abuse of his discretion, is a sufh- 
cient guide for them to come to the aid 
of the taxpayer.?° 

This approach is difficult to reconcile 
with the rigidity of the law in other re- 
lated areas of the estate planning field 
regarding legally acceptable standards." 
In the Mallinkrodt'? and Stix'® cases, 
for example, the courts held that if the 
non-grantor had such unfettered com- 
mand over the income that he was, in ef- 
fect, the owner thereof, he therefore 
should be taxed thereon. The very logi- 
cal thinking of Lucas v. Earl'* was the 
basis of the court’s decisions. The courts 
did not go out of their way to find tax 
avoiding standards. 

It is my opinion, therefore, that the 
liberality of the courts’ thinking in this 
area will drastically change. My belief 
is that in the future a definite ascertain- 
able legal standard will be applied in 
the field of the taxation of non-grantors. 
Therefore, in establishing a sprinkler 
trust, it is almost mandatory to use a 
disinterested corporate trustee. The risk 
is too great otherwise. It appears now 
that a standard relating to health, edu- 
cation, support, or maintenance might 
be upheld by the courts. Obviously, 
such standards as happiness or pleasure 
will not. A standard which will be re- 
garded for estate tax purposes as an as- 
certainable standard might not under 
the present law protect a trustee who is 
a member of a class of beneficiaries 
from being treated as the owner of a 
sprinkling trust for income tax purposes. 
In any event, use of a vulnerable trustee 
should be discouraged wherever pos- 


sible. 


Problems Relating to the 
Obligation to Support 


A closely allied problem involving the 
taxability of the trustee beneficiary re- 
sults from the possible taxation of one 
who is legally obligated to support his 
dependent.’> Trust income actually used 
for support may result in adverse tax 
consequences to the person having the 
duty of support.'® It is important in this 
area to realize that the tax will be im- 
posed on a father for monies used to 
support his dependent whether the fath- 
er is a member of the class of benefici- 


1oMannheimer, Wheeler & Friedman, ‘How to 
Use Sprinkling Trusts,” supra. 

“Secs. 2041(B) (1) (A) and 674(D) of the 1954 
Code; Regs. 118, Sec. 39.22(A)-21(D) (5). 

12Mallinkrodt v. Nunan, 146 F. 2d 1. 

13$tix v. Comm., 162 F. 2d 562. 

14281 U.S. 111. 

Bowe, “Estate Planning and Taxation,” Sec. 
4.22, p. 142. 

16T.R.C. (1954), Sec. 678(C). 
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aries or not.'* It is also of significance 
that if a parent has limited financial 
means, then monies expended by the 
trustee for support will not be con- 
strued as being in satisfaction of a par- 
ent’s obligation to support.1® A wealthy 
parent can use independent income to 
fulfill his obligation of support and al- 
low trust income to be accumulated or 
invested rather than applied for support. 
Therefore, the dire consequences that 
some writers!® in this field attribute to 
the support provisions are not entirely 
justified. 

The law regarding the support of de- 
pendents in many instances is grossly 
unfair. A person can set up a trust for 
one who he is not legally obligated to 
support without incurring tax;*° yet, if 
a grandfather establishes a trust to sup- 
port his grandchildren, and the chil- 
dren’s father is named as a trustee, the 
father will incur tax on the amount ac- 
tually applied for support.”! The theory 
behind this is that the father’s obligation 
is actually being satisfied by another, It 
would appear that a grandfather should 
be able to provide for the support of his 
grandchildren, if he so desires, without 
being perturbed about creating a tax 
burden upon his son. It is in reality the 
grandchildren who are primarily bene- 
fitting from their grandfather’s gener- 
osity. The grandparent could bestow 
inter vivos gifts upon his grandchildren 
without adverse tax consequences to his 
son. Why should he not likewise be able 
to provide for their welfare after his 
death without the artificial tax restric- 
tions now imposed. 

The Stix case has been generally re- 
garded as a forerunner to the present 
state of the law as regards the obliga- 
tion to support dependents. Actually, the 
Stix case was decided on the ground that 
the trustee-beneficiary’s powers over the 
trust income were so great that he was 
actually the owner thereof. The case did 
not actually turn on the support feature, 
but it has been widely cited as the case 
setting forth the taxability of non-gran- 
tors under an obligation to support the- 
ory.” 

Under the present state of the law, if 
there is any question that trust income 
may be used for support of dependents, 
it is advisable that the person respons- 
ible for that support not be appointed as 
trustee and further, that the income 


17™Mannheimer, “‘Sprinkling Trusts,” supra. 

18Bowe, “Estate Planning and Taxation,” supra. 

18Winton, “‘Tax Dangers for Non-Grantors of 
Trusts for Support of Dependents,” supra. 

20Winton, “Tax Dangers for Non-Grantors of 
Trusts for Support of Dependents,” supra. 

77.R.C. (1954), Sec. 678(C). 

Winton, “Tax Dangers for Non-Grantors of 
Trusts for Support of Dependents,” supra. 


should be distributed to the dependents 
without any intervention by the obli- 
gated father. It is hoped that the liberal 
approach of cases such as Smither case 
cited above will be carried forward to 
the support field. 


Appointment of Co-Trustees 


The Code specifically uses the words 
“exercisable solely by himself.” The 
courts are prohibited from going outside 
the provisions of Sections 671 to 678 of 
the Code in order to impose taxability 
based upon dominion and control.” 
Thus the solution to the problem of the 
taxation of non-grantors would appear 
to be the appointment of more than one 
beneficiary as co-trustee; allow them to 
sprinkle to themselves or to any of their 
beneficiaries, and neither of them liter- 
ally would have a power to sprinkle ex- 
ercisable solely by himself. It is felt by 
many that the courts would nevertheless 
look beyond the word “solely” and tax 
the income to both beneficiaries on the 
basis of their joint interest. Taxation is 
still based upon realities. Lucas v. Earl 
is still good law, and income is taxed to 
the person who gets the benefit thereof. 
The United States Code** states that 
words importing the singular may be ex- 
tended and applied to several persons, 
parties or things. The courts, prior to 
the 1954 Code, did tax all beneficiary 
trustees jointly on the basis of a com- 
mand of income doctrine.*> Thus, the 
argument that the giving of dominion 
and control to more than one trustee- 
beneficiary will resolve the tax problem 
is very tenous. It could merely spread 
the taxability of the non-grantor to more 
than one non-grantor. 

Thus the only remaining solution is 
the appointment of a disinterested cor- 
porate trustee as co-trustee with a mem- 
ber of the class of beneficiaries. This 
combination will prevent taxability to 
the beneficiary trustee because his power 
to vest the corpus or income in himself 
would not be exercisable by him solely 
under Section 678(A).?° There would 
likewise be no adverse tax consequences 
to the grantor, since not more than half 
the trustees would be subservient, as 
contemplated under Section 674(C) .?* 
This Code provision allows a wife to be 
one of the trustees in combination with 
another trustee who is not subservient.”* 
This arrangement would be particularly 
appealing to the settlors.”° 

21.R.C. (1954), See. 671. 
*4U. S. Code, Title 1, Sec. 1 


Spies v. United States, 84 Fed. Supp. 769, aff’d 
187 Fed. 2d 336. 


Mannheimer, Wheeler & Friedman, “Use of 
Sprinkling Trusts,” supra. 

277.R.C. (1954), Sec. 674(C). 

*3Mannheimer, Wheeler & Friedman, “Use of 


Sprinkling Trusts,”’ supra. 
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The appointment of a so-called out- 
side co-trustee goes far in alleviating 
many of the tax problems related to the 
sprinkler trust. There is, however, one 
tax problem it does not solve. If the wife 
is made a co-trustee, and the trust is es- 
tablished to support her children, the 
money applied in discharge of her obli- 
gation would be taxable to her. 

The appointment of two trustees does 
not solve the basic problem which per- 
vades the whole sprinkler trust field; 
namely, the tremendous burden placed 
upon the trustee. The member of the 
family who will be chosen to serve as co- 
trustee will usually be a forceful individ- 
ual. The possibility of disharmony be- 
tween the family member and corporate 
trustee is ever present. Furthermore, it 
will be the natural inclination for the 
individual trustee to favor members of 
his immediate family over other bene- 
ficiaries wherever possible. It will take 
a strong-willed outside trustee to serve 
as a check against the wishes of the in- 
side trustee, even though a trustee must 
be specifically relieved of the duty to 
deal impartially in the trust  instru- 
ment.®® It will usually be from the in- 
side trustee that the co-trustee will get 
his information upon which to base the 
exercise of his discretion.*! Thus, there 
are many possibilities for inequities. 

A court will not interfere with the dis- 
cretion of a trustee even if it would have 
acted differently, so long as the trustee 
has acted in good faith and not capri- 
ciously.*? Therefore. in order to assure 
just treatment to all beneficiaries of a 
sprinkler trust under a co-trustee set-up, 
the trustee must also possess the quali- 
ties of a first-class diplomat. 

I would advise the use of the sprinkler 
trust only when family harmony existed 
and there was a good possibility of the 
continuation of amicable family relation- 
ships. I would further restrict its use to 
instances where a family had relied on 
a disinterested, independent, corporate 
trustee for a long period of time and this 
confidence was likely to continue. 

The problems of sprinkler trusts in 
estate planning were summarized accur- 
ately and succinctly by a trust officer: 


“It’s an attractive idea in theory, 
but in a sense it’s asking the trustee 
to play God. Some beneficiaries are 
insatiable as to the amounts of water 
they can use and the guy who handles 
the sprinkler is likely to find he’s 
handling very hot water.’”33 


Casner, “The Internal Revenue Code of 1954; 
Estate Planning,” 68 Harv. L. Rev. 222. 

%oHarris, “‘Use of Trusts in Planning,’’ 261. 

“Barclay, ‘““Use of Living Trusts,’’ supra. 

Joseph, “Discretionary Trusts,” 90 TRUSTS AND 
EstaTEs 360. 

*Quoted in Lacovara, supra. 
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Pension Conference Formed 
in Canada 


The Canadian Pension Conference 
was formed at a meeting in Toronto on 
June 6 Its purpose is to advance the 
knowledge of its members and encour- 
age discussion on questions relating to 
all forms of income security for old age. 

The organization will be composed of 
representatives from life insurance and 
trust companies, consulting actuaries 
and life underwriters, representatives of 
employers having pension plans and 
other interested persons. A Steering 
Committee to draft a Constitution and 
to complete organization was appointed, 
headed by L. M. Baldwin, National 
Trust Co., Ltd. With W. M. Anderson, 
president, North American Life Assur- 
ance Co., presiding, the audience of 170 
persons heard J. M. Lindberg, treasurer 
of the American Pension Conference. on 
the aims, operation, and accomplish- 
ments of the American and other asso- 
ciated Pension Conferences in the United 
States. 


AAA 


Growth of Trusteed Pension 
Funds in Canada 


Assets of pension trust funds in Can- 
ada rose by $127 million during 1959 
to a total of $961,336,000, according to 
the Trust Companies Association of Can- 
ada. More employers have established 
funds, more employees are covered, and 
there has been a greater use of trust 
funds for registered retirement savings 
plans by the self-employed. 

The trend of the last few years toward 
equities, the Association said, has been 
spurred by confidence in Canada’s eco- 
nomic future and the relaxation of gov- 


A typical session at the Sheraton-Atlantic Hotel in New York City during Kennedy Sin- 
claire’s Ninth Pension and Profit-Sharing Seminar, held this year June 6-9. Forty-eight 
trust officers and representatives from banks as far west as Montana attended. 


ernment restrictions on pension fund in- 
vestments. 

A special government committee has 
been appointed to study possible im- 
provements in the portability of pension 
credits from one employer to another. 
This was already possible where there 
was early vesting in the employee of his 
share in the fund. Serious problems are 
yet to be solved, however, before com- 
plete portability of pensions is possible, 
the Association pointed out. 
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JOHN B. KELLY, SR., bricklaying con- 
tractor and father of Princess Grace of 
Monaco, in an unusual and humorous 
will, stated that he had never under- 
stood legally phrased wills and therefore 
was determined to make his understand- 
able. “Kids will be called kids and not 
‘issue,’ and it will not be clustered up 
with ‘parties of the first part,’ ‘per 
stirpes,’ ‘perpetuities,’ ‘quasi-judicial,’ 
‘to wit,’ and a lot of other terms that 
I am sure are only used to confuse those 
for whose benefit it was written.” 

Mr. Kelly devised his residential real 
property to his wife and directed his 
son and the Provident Tradesmens Bank 
& Trust Co. of Philadelphia to held in 
trust one-third of the residue of the 
estate for Mrs. Kelly’s benefit. The bal- 
ance of the residue was left in equal 
shares to his four children. 

Neither Prince Rainer nor testator’s 
other sons-in-law are provided for by the 
terms of the will, Mr. Kelly explaining 
that he was not against sons-in-law, but 
if they were of the right type they could 
provide for themselves and their families. 
He added that what he was able to give 
his daughters “will help pay the dress 
shop bills which, if they continue as they 
have started out, under the able tutelage 
of their mother, will be quite consider- 
able.” 


EDNA WALLACE HopPER, former screen 
actress, bequeathed her eyes to the Eye 
Bank for Sight Restoration, Inc., The 
executors are directed to distribute cer- 
tain personal effects according to written 
instructions, but to the extent that she 
fails to direct the executors, these items 
are to pass under the residuary clause. 
The Actor’s Fund of America and a 
friend are named as legatees of $10,000 
and $20,000 respectively. 

The remainder of the estimated 
$400,000 estate is placed in trust for the 
Home of the Good Shepherd in San 
Francisco which is conducted for the 
care of delinquent girls. If at anytime 
the Home ceases to exist, the trust in- 
come is to be paid to St. Elizabeth’s In- 
fant Hospital, also in San Francisco, to 
be used solely for the care of unmarried 
mothers and their infants. Miss Hopper 
suggests, but does not direct, that the 
executors and trustees, an individual and 
Bankers Trust Co. of New York, make 
all sales and purchases of securities 
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through a designated New York broker- 
age firm. 


HENRY E, FRICK, who had held execu- 
tive positions with American President 
Lines, Export Steamship Co., and Aetna 
Marine Corp., provided for the devolution 
of his estate in five succinct paragraphs 
of a two page will. If his widow sur- 
vives him for a period of thirty days, 
the entire estate is bequeathed to her; 
if not, the estate passed to their three 
children. The executors, a daughter and 
Montclair (N. J.) National Bank and 
Trust Co., are granted two powers by 
this brief will: to retain investments 
not legal for the investment of trust 
funds in New Jersey and to sell any 
asset. 


LUCREZIA Bort, former Metropolitan 
Opera soprano, provided that the greater 
part of her estate will eventually be dis- 
tributed to a Foundation bearing her 
name. The “Flower of the Empress Eu- 
geniu,” a diamond pin presented to her 
at her farewell performance at the 
Metropolitan in 1936, is bequeathed to 
the Metropolitan Opera Association to 
be placed on permanent exhibit. Seven 
individuals are named as legatees of 
$105,000 in cash bequests. 

One-quarter of the residue of the es- 


tate is placed in trust with Bankers 
Trust Co. of New York for the benefit 
of a cousin, and after her death, in 
further trust for decedent’s brother who 
is also beneficiary of the remaining three- 
quarters of the residue put in trust. If 
Miss Bori’s secretary is living at the 
termination of the cousin’s interest in 
the first trust, and at the termination 
of the second trust, she is to receive 
$20,000 and $15,000, respectively. The 
remainder interests of both trusts pass 
to the Lucrezia Bori Foundation which 
the executors, Bankers Trust Co. and the 
secretary, or the trustee are directed to 
organize, The income together with the 
principal if the directors deem advisable, 
is to be used for the relief and welfare 
of needy orphan children in Spain, and 
for the assistance of worthy and needy 
young artists in their training and study. 


JAMES A. DELEHANTY, former Surro- 
gate of New York County, and an at- 
torney for 61 years, left a one-page holo- 
graphic will. Noting that the children of 
his deceased son had been amply pro- 
vided for by their maternal grandfather, 
he left his entire estate in equal shares 
to his three daughter. He added that he 
had not made provision in the will for 
his wife, because, through insurance and 
other means, she will be in possession of 
assets adequate for her needs. His chil- 
dren are appointed executrices and are 
granted all the powers to deal with assets 
which a private owner would enjoy. 


A A A 


e A set of Scott’s five volume treatise on 
Trusts was presented by State Bank of 
Albany to Arnold R. Petralia at the 
Albany Law School commencement ex- 
ercises last month. The award is made 
to stimulate interest in trusts, estates 
and wills. 
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The Bettman Archive 


“THE TESTAMENT,” by Hans Burgkmair. 
Head of the family learns how a will can be abused. 
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By RAYMOND F. GREGORY 
Seghers, Reinhart & McCall, New York 


Books 


Page on the Law of Wills (Revised) 


WILLIAM J. BOWE and DOUGLAS H. PARK- 
ER. W. H. Anderson Co., Cincinnati. 


It is evident that the impact of estate, 
inheritance and gift taxes upon testa- 
mentary dispositions has wrought sig- 
nificant changes in the law of wills 
since the Third Edition of “Page on 
Wills” was published in 1941. Therefore, 
the overriding purpose of the authors in 
revising this treatise has been to incor- 
porate recent developments in the tax 
and estate planning areas. 


The work has been brought up to date 
and enlarged from five to eight volumes. 
Volumes 1 and 2 are presently available 
and the remaining six will be published 
within the next two to three years. A 
complete index will appear in volume 
8 but, in the meanwhile, each volume will 
also be separately indexed. 


The treatise has been amplified in that 
statutory coverage has been expanded to 
include all U.S. intestate succession 
statutes, and, primarily as a result of 
the inclusion of materials on taxation, 
several new chapters have been ap- 
pended. New chapters in the volumes 
presently available include “Impact of 
Death Taxes on Wills,” “Wills Substi- 
tutes,” “Tax Aspects of Will Substi- 
tutes,” “Tax Problems of Executors and 
Administrators,” and “Tort Liability for 
Wrongs Connected with Wills.” 


Monetary Decisions of the Supreme 
Court 
GERALD T. DUNNE, Rutgers University Press, 


30 College Avenue, New Brunswick, N. J. (112 
pp.; $4.50). 


The Constitution says very little con- 
cerning Federal monetary authority, but 
profound changes in the institution of 
money have made it necessary for the 
Supreme Court to say a great deal on 
the subject. Addressed to the general 
reader, this work reviews the decisions 
of the Supreme Court “which have raised 
the monetary authority of the United 
States government from relative insig- 
nificance to almost unlimited authority.” 

The author introduces his subject with 
a description of the 1604 English “Case 
of the Mixed Moneys” and traces the 
pre-constitutional development through 
colonial America. Following an analysis 
of the constitutional convention and the 
nature of constitutional powers, the 
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author reviews subsequent.judicial devel- 
opment which he groups in two sets of 
decisions: national power vs. state au- 
thority, and public control vs. individual 
freedom. 

This is the first volume of the Rutgers 
Banking Series, making available to the 
banking profession the best thesis work 
at the Stonier Graduate School of Bank- 
ing. 


How to Build More Income and Capi- 
tal Through Tax Protected Invest- 
ments 
J. K. Lasser Tax Institute and JOHN D. CUN- 


NION, Business Reports, Inc., Larchmont, New 
York (172 pp.; $12.50). 


The authors maintain that too many 
investors concentrate their efforts in 
struggling against the Federal tax struc- 
ture. The theme of this work is that the 
investor must make the tax system work 
for him by the advantageous use of 
built-in tax benefits, A perusal of some 
of the topics discussed indicates the au- 
thors’ means of attaining the stated end 
— investing in securities offering tax 
exemption, earnings retention and stock 
dividend corporations, the use of puts 
and calls, tax protection afforded the oil 
industry, tax-sheltered investments, and 
year-end investment planning. 

Presentation of specific examples and 
techniques which may be put to im- 
mediate use has been the aim of the 
authors. Following the text material, a 
number of charts and tables have been 
grouped which are keyed to the preceding 
discussions. Thus, after reading of the 
benefits accruing from securities offer- 
ing tax exemption, the reader may turn 
to the second half of the volume for a 
list of corporations paying tax exempt 
dividends in 1959. 





John W. Remington, president of the Amer- 

ican Bankers Association and Lincoln Roches- 

ter (N. Y.) Trust Co., receives autographed 

copy of “Monetary Decisions of the Supreme 

Court,” from Dr. Mason W. Gross, president 

of Rutgers—The State University of New 
Jersey. 





Your Money and What To Do With 
It 


GILBERT M. TUCKER, Devin-Adair Co., 23 
E. 26th St., New York 10 (179 pp.; $3.50). 


The subtitle of this volume aptly in- 
dicates its contents — “A Primer for the 
Inexperienced in the Handling, Conserv- 
ing and Investment of Funds.” Obviously, 
this is not reading designed for one 
learned in matters of the financial world. 
The author has succeeded in presenting 
in simple, basic terms, general informa- 
tion concerning security investments and 
financial problems frequently confront- 
ing the inexperienced. He distinguishes 
the various types of bonds and debt 
securities and examines the characteris- 
tics of common and preferred stocks and 
investment tools, such as the mutual 
fund, investment trust, and investment 
club. Also included are useful data on 
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estate planning and taxes, and personal 
relations with banks and stock brokers. 


Readings in the Economics of Taxa- 
tion 

Edited by RICHARD A. MUSGRAVE and 

CARL S. SHOUP. Richard D. Irwin, Inc., 

Homewood, Illinois (581 pp.; $7.80). 

The articles presented in this volume, 
the ninth in the American Economic As- 
sociation’s series of republished articles 
on economics, are primarily concerned 
with the fundamental concepts in the 
economics of taxation and are generally 
written on a high level of abstraction. 
The editors have included readings which 
they consider useful in current research 
and in the teaching of public finance, and 
they have made an effort to include arti- 
cles that have generally been difficult 
to obtain in the past and works which 
have maintained a continuing value. 

Some 32 articles are grouped under 
seven headings: equity and welfare, con- 
cepts and methodology, general analysis, 
taxes on land and property, taxes on in- 
come and profits, taxes on products and 
sales, and incentive effects. An exten- 
sive bibliograph is also included. 


Common Stocks and Uncommon Prof- 
its 


PHILIP A. FISHER. Harper & Bros., New York 
City (164 pp.; $3.95). 


The average reader of this revised 
edition of Mr. Fisher’s 1957 original is 
more likely to feel baffled by this provoca- 
tive title than to find the key to stock 
market success. This is not said in 
derogation of the author’s methods of 
selecting companies which show promise 
of returning greater than ordinary 
profits over a long term; on the con- 
trary, they are sensible indeed but, in 
the opinion of this reviewer, far beyond 
the reach of all but a corporal’s guard 
of individuals. Mr. Fisher’s record over 
the years with the dozen large accounts 
which he manages testifies to his success 
but offers no refuge under his advisory 
wing for newcomers. That is not to 
say that substantial benefit cannot be 
gained from his suggestions as to what 
and when to buy and sell and mistakes 
to avoid but only one person in ten thou- 
sand could muster the connections to 
gain access to top corporate management 
before deciding to make a commitment. 

What it all boils down to is that selec- 
tion of really outstanding capital gains 
situations is a most exacting task which 
needs professional guidance at a_ sub- 
stantial fee, which competent _per- 
formance and scrupulous honesty always 
command. 
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ARTICLES 


Estate Tax Consequences of Inter 
Vivos Transfers 
MANNING K. LEITER. Taxes, May, 1960 
(4025 W. Peterson Ave., Chicago 46; $.75). 
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The court in Van Beuren v. McLough- 
lin, 262 F. 2d 315, declared that a re- 
mainder interest of an inter vivos trust, 
wherein the settlor reserved the power 
to modify certain life interests, was not 
includible in the estate of the settlor. 
After warning that this decision must 
be limited to its facts, the writer analyzes 
a number of examples demonstrating 
that retention of a power to alter various 
income interests may result in the in- 
cludibility of a remainder interest in the 
grantor’s estate under sections 2036 and 
2038 of the Code. He advises the estate 
planner to attain a familiarity with the 
distinctions between the two sections. 


Perpetuities: New Absurdity, Judi- 
cial and Statutory Correctives 


W. BARTON LEACH. Harvard Law Review, 
May, 1960 (Cambridge; $1.50). 


The City of Oakland decided to con- 
struct a convention hall and it agreed 
to lease the building for a period of ten 
years commencing upon the completion 
of the building. The California District 
Court of Appeal (Haggerty v. City of 
Oakland, 326 P.2d 957) recently held 
that the lease violated the rule against 
perpetuities on the ground that com- 
mencement of the lease was contingent 
upon an uncertain event, and thus, con- 
ceivably, could commence later than 21 
years after a life in being. The writer 
calls the result absurd and calls for en- 
actment of statutes incorporating the 
wait-and-see and cy-pres principles ap- 
plicable to both real and personal prop- 
erty. 


Tax Principles Relating to Compensa- 
tion and Selection of Fiduciaries 
JOHN B. HUFFAKER. Temple Law Quarterly, 


Spring, 1960 (1715 N. Broad St., Philadelphia 
22; $1.25). 


The general rule states that compensa- 
tion received by a fiduciary constitutes 
income subject to taxation. But what are 
the tax consequences of a bequest to an 
executor in lieu of commissions? Are 
there any overall tax savings through an 
executor’s renunciation of commissions? 
Are the social security benefits currently 
received by a fiduciary jeopardized by 
the receipt of commissions? The writer 
believes that the state planner must have 
a familiarity with the tax principles in- 
volved in these and related problems. He 
states that too little thought is given to 
the selection of a fiduciary, the fixing of 
his compensation, and the tax treatment 
of the expenses he may incur. This arti- 
cle reviews the tax principles that should 
be considered in planning of this nature. 


Estate Planning — Avoidance of Pro- 
bate 


A. JAMES CASNER, Columbia Law Review, 
February, 1960 (New York 27; $1.50). 


Professor Casner maintains that care- 


ful estate planning requires consideration 
of the results that may be obtained if 
certain gross-estate items can be ex- 
cluded from probate. Although certain 
tax factors are included in the discus- 
sion, the author is primarily concerned 
here with the non-tax factors that bear 
on estate planning. Among the subjects 
included in an extended discussion of 
the more widely employed methods of 
eliminating assets from the probate es- 
tate are the revocable inter vivos trust, 
the legal life interest with gift over, and 
joint bank accounts with provision for 
the survivors to take the balance. Among 
the compelling reasons for avoiding pro- 
bate, the eminent writer includes the 
reduction of probate costs, preservation 
of secrecy, availability of assets to post- 
death beneficiaries, and freedom from 
the restrictions of state law in choosing 
the beneficiaries of one’s bounty. 


In the Tradition — Powell on Real 
Property 


RICHARD W. EFFLAND, Columbia Law Re- 
view, February, 1960 (New York 27; $1.50). 


The purpose of this article is to ap- 
praise the contribution Professor Pow- 
ell’s treatise on Real Property makes to 
the field of property writing. The aim 
here is only to study the broad features 
of the six volume work and to examine 
some of the limitations that the author 
indicates is inherent in the preparation 
of a work of this scope. Admitting that 
the relative value of the treatise will be 
determined by the practitioner, Professor 
Effland employs five standards in making 
his own judgment of the treatise — how 
the case law is evaluated, how the 
statutes are presented, subject matter 
coverage, the effect of taxes, and sug- 
gestions of practical alternatives. After 
reveiwing Professor Powell’s and other 
present-day treatises, the author con- 
cludes with a consideration of the areas 
remaining for the future legal scholar. 


Deferred Compensation — Tax Relief 
for the High-Salaried Man 


S. SAMUEL SCOVILLE, Diamond Life Bulle- 
tins, 420 E. 4th St., Cincinnati 2 (17 pp.) 


The author’s case for deferred com- 
pensation is postulated on his contention 
that “pay raises and cash bonuses are 
about as out-dated in executive compen- 
sation as is the Maginot Line in modern 
warfare.” By reason of the steeply grad- 
uated income tax, pay raises often fail 
to provide the financial reward sought by 
the employee and do not succed in fur- 
nishing the incentive that the employer 
desires. The advantages of a deferred 
compensation plan, both to the executive 
and the employer, are indicated in this 
booklet, and the conditions requisite to 
achieving tax savings — in light of Rev- 
enue Ruling 60-31 — are briefly dis- 
cussed. 
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Trustee Accountability in the Absence 
of Breach of Trust 


RUSSELL D. NILES, Columbia Law Review, 
February, 1960 (New York 27; $1.50). 


The thesis of this aritcle is that a 
trustee, even though he does not commit 
a wrong through intention or negligence, 
is obliged by his duty of loyalty to avoid 
possible conflicts of interest. If he fails 
to meet this obligation, he may be sub- 
ject to the remedies of section 203 of 
the Restatement of Trusts which makes 
a trustee accountable “for any profit 
made by him through or arising out of 
the administration of the trust, although 
the profit does not result from a breach 
of trust.” It is the author’s purpose in 
this article to determine whether section 
203 should be afforded greater recogni- 
tion and development, and his conclusion 
is in the affirmative. 


Trust Grantors and Section 674: Ad- 
ventures in Income Tax Avoidance 


DAVID WESTFALL, Columbia Law Review, 
March, 1960 (New York 27; $1.50). 


The author asserts that irrevocable in- 
ter- vivos trusts are too frequently cre- 
ated only for the purpose of minimizing 
taxes and hence are part of a nationwide 
adventure in tax avoidance. He deals 
here chiefly with section 674 of the Code 
which delineates the tax effect of a 
power in a grantor to control a principal 
or income interest of a trust, and which 
has been continually utilized to achieve 
tax savings while retaining ample control 
in the grantor. After scrutinizing the 
section and its ramifications, the writer 
concludes that if tax-motivated transfers 
in trust are to be discouraged, revision 
of 674 and related sections is indispens- 
able. 


The Short-Term Trust 


CHALMERS W. ALEXANDER, Mississippi 
Law Review, May, 1960 (University; $1.50). 


The commentary presented here on the 
short-term trust is in general terms, the 
writer’s goal being broad coverage rather 
than detailed analysis. The principles of 
the income, gift, and estate tax laws 
which are significant to the donor of 
such a trust are noted and such topics 
as the duration of the trust, the use of 
life insurance in conjunction with the 
short-term trust, and the grantor as 
trustee are discussed. Specific examples 
demonstrate the practical use of the 
short-term trust. 


American Wills Statutes: I 


JOHN B. REES, Jr., Virginia Law Review, 
May, 1960 (Charlottesville; $2.00). 


In 1929, Professor Percy Bordwell’s 
“The Statute Law of Wills,” a study on 
the comparison of American will statutes, 
appeared in the Iowa Law Review. The 
present auther and the Virginia Law 
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Joseph L. Whyte, vice 
president and trust offi- 
cer of American Security 
and Trust Co., Washing- 
ton, D. C., presents to 
Max Gutierrez of San 
Francisco, a student at 
Georgetown University 
Graduate School of Law, 
the Trust Company’s 1960 
Estate Planning Award 
while Paul R. Dean, dean 
of the Law Center, looks 
on. The $50 cash award 
is given annually to the 
graduate student who 
achieves the highest scho- 
lastic average in the Es- 
tate Planning courses. 





Review have undertaken to revise and 
made current this classic work. The arti- 
cle is limited to statutory law, but the 
Atkinson, Page, and Thompson treatises 
have been cited where applicable. 

In this first part, the topics covered 
include the execution of wills, holo- 
graphic wills, incorporation by reference 
and pour overs, testamentary capacity, 
and fraud, undue influence and mistake. 


Protection of the Surviving Family: A 
Foreword to the British System 


THOMAS E. ATKINSON. 


Family Provision on Death in English 

Law 

F. R. CRANE, New York University Law Re- 

view, May, 1960 (Washington Sq. So., New 

York 3; $2.00). 

Professor Atkinson,* in his introduc- 
tory article to Professor Crane’s study 
of the British Inheritance Act, points 
out that under present statutory pro- 
visions, and more particularly under 
Section 18 of the New York Decedent 
Estate Law, a man may make a niggard- 
ly provision for his wife, and still pre- 
clude her election against his will. As an 
example, he cites the case of a man 
with a $100,000 estate who satisfies the 
statute by giving his wife only $2500 
cash and the income from a $47,500 trust, 
which will provide less than a $2000 an- 
nual income. Moreover, he may com- 
pletely disinherit his children and his 
estate is not liable for their support un- 
less he has contracted, in connection with 
a divorce or separation, to so provide 
for them. In considering reform of Sec- 
tion 18 and similar laws, Professor At- 
kinson suggests that we look to the 
family maintenance legislation which 
originated in New Zealand at the turn of 
the century and has since been adopted 
in England. 

Professor Crane’s article considers the 
contents and the operation of the In- 
heritance (Family Provision) Act of 
1938 and the amendments included in 
the Intestates Estates Act of 1952. These 
two acts embody the family maintenance 


*Who has just passed away. 





principle — additional sums may be 
awarded to a family member where an 
adequate provision is not made for him 
in a will. In effect, the acts empower the 
court to vary the provisions of a will if a 
“reasonable provision” is not made for 
a certain class of dependents. The author 
reviews judicial interpretation of the acts 
and comments upon their administra- 
tion. 


Taxation of Qualified Annuity Plans 
and Deferred Compensation Agree- 
ments to the Employee and His 
Beneficiary 
St. John’s Law Review, May, 1960 (96 Scher- 
merhorn St., Brooklyn 1; $1.25). 

Recently issued Revenue Ruling 60-31 
has prompted renewed interest in de- 
ferred compensation arrangements. The 
new ruling eliminates many of the re- 
strictions formerly associated with the 
non-qualified plan. Subject to certain 
limitations, deferred compensation plans 
which operate specifically for the bene- 
fit of executives, officers and other key 
personnel are now sanctioned. The writer 
first presents an examinations of plans 
qualifying for special tax treatment un- 
der the Code, and then considers non- 
qualifying deferred compensation plans 
under the newly promulgated ruling. 


New Ruling Highlights Tax Dangers 
in Pecuniary Marital Deduction 
Clause 
CHRISTIAN M. LAURITZEN, II, Journal of 
Taxation, July, 1960 (147 E. 50th St., New 
York 22; $1.50). 

Recent warnings that tax dangers are 
inherent in the “pecuniary bequest” for- 
mula used in setting up a marital de- 
duction trust should not have gone un- 
heeded. Revenue Ruling 60-87 clearly in- 
dicates that significant tax differences 
may result in the use of this clause 
rather than the “fraction of the residue” 
clause. The writer here presents a clause 
designed to retain the administrative and 
planning advantages of the pecuniary 
formula while avoiding the unfavorable 
tax consequences made apparent by the 
new ruling. 
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ESTATE PLANNING COUNCIL ACTIVITIES 


Birmingh:m, Ala. — Cn June 17 
Charles B. McCaffrey, lecturer at the 
Wharton School of Finance, Philadel- 
phia, addressed a breakfast meeting of 
the Council. 


Bakersfield, Cal. — On June 8 John 
O. Paulston. attorney, spoke on the sub- 
ject of “Tax Potpourri.” 

East Bay (Oakland, Cal.) — On June 
13 Jerome Kent, attorney and a member 
of the Council. was the speaker. 


Long Beach, Cal. — On June 16 J. A. 
Krancus, accountant, spoke on “Tax free 
exchanges end involuntary conversions 
of property.” 

Los Angeles, Cal. — On June 6 the 
following officers were elected for the 
ensuing season: Pres. — Lewis B. Maier, 
assistant vice president and trust officer, 
Union Bank: Vice Pres. — Fred W. 
Pierce, C.L.U., Connecticut General Life 
Insurance Co.: Sec.-Treas. — Arthur S. 
Carruthers. vice president, California 


Bank. 

Monterey Bay, Cal. — The quarterly 
luncheon meeting, attended by 50 at- 
torneys, accountants, trust officers and 
life underwriters, heard Lawrence A. 
Nestel, San Francisco attorney, on 
“Property Planning for the California 
emigre... A Matter of Life and Death.” 
Mr. Nestel commented on the unprece- 
dented migration to California in the 
post-war period and the need to assist 
these people in anticipating the effect 
upon their property affairs of a change 
of residence to California. 

Southern California (San Diego) — 
On May 16 Hal VanCleve, C.L.U., of 
Los Angeles spoke on the agreement be- 
tween the California Bar Association 
and the California Life Underwriters 
Association. On June 20 at the second 
annual trust officers panel, the Council 
heard trust officers from six local trust 
institutions discuss the policies, and 
practices of local trust departments. The 
panel was moderated by Admiral 
Charles J. Whiting, U.S.N. (retired), 
who is an attorney and the president of 
the Council. 

Officers elected for the coming term 
are: Pres. — Philip P. Martin, Jr., assis- 
tant vice president and trust officer, 
First National Trust & Savings Bank; 
Vice Pres. — Ralph Gano Miller, Jr., at- 
torney; Sec. — Harold D. Evans, Jr., 
securities. 

Central Florida (Orlando) — An Es- 
tate and Tax Planning Day was spon- 
sored in Winter Park on June 25, with 
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the following subjects and speakers: 
Estate and Tax Planning, Charles L. B. 
Lowndes, professor of law, Duke Uni- 
versity Law School; Tax Saving 
Through Gifts, Joseph Wittenstein, 
C.P.A., Orlando; Uses of the Trust, Clif- 
ford M. Hames, vice president and trust 
officer, First National Bank, Orlando; 
Marital Deduction, Thomas L. Marr, St. 
Petersburg attorney; /ncome Tax Plan- 
ning for Estates, Professor Lowndes; 
The Family Annuity, William R. Frazier, 
Jacksonville attorney; Short Term 
Trusts, Stephen T. Dean, Orlando attor- 
ney. The first four topics were presented 
as “understandable summaries” and the 
last three in a more technical manner. 

Hawaii (Honolulu) — On June 16 
C. Frederick Schutte, attorney, spoke on 
“General and Special Powers of Appoint- 
ment.” 

Des Moines, lowa — The June 6 meet- 
ing was devoted to an open discussion of 
questions from the members of the 
Council. 


Baltimore, Md. — On June 2 the fol- 
lowing officers were elected for the ensu- 
ing season: Pres. — William H. McLean, 
Jr., C.P.A.; Vice Pres. -— Joseph A. 
Bognanni, trust officer, Equitable Trust 
Co.; Treas. — Carl E. Wagner, Jr., Con- 
necticut General Life Insurance Co.; 
Sec. — W. Gibbs McKenney, attorney. 


Berkshire County (Pittsfield, Mass.) 
— On June 2 Albert S. Cornelio, of 
Berkshire Life Insurance Co., spoke on 
“Purchase and Sale Agreements.” 


Flint, Mich. — On June 29 Phillip 
Nusholtz, Detroit attorney, addressed 
the Council. Mr. Nusholtz has had ex- 
ceptionally broad experience in setting 
up professional associations for tax pur- 
poses in the State of Michigan. 

The following officers of the Council 
were elected for the ensuing year: Pres. 
— John William Thomas, attorney; Vice 
Pres. — Cy G. Lewis, C.L.U.; Vice Pres. 
— Jack Millhouse, C.P.A.; Sec.-Treas. — 
H. Harry Piper, trust officer, Genesee 


Merchants Bank & Trust Co. 


St. Louis, Mo. — On June 10 the fol- 
lowing officers were elected for the ensu- 
ing year: Pres. — Norbert F. Amico, es- 
tate planning officer, St. Louis Union 
Trust Co.; Vice Pres. — Milton Green- 
field, Jr., attorney; Treas. — Stuart E. 
White, accountant; Sec. — Elmer W. 
Pounds, Fidelity Mutual Life Insurance 
Co. 


New Hampshire — On June 30 David 


Hoxie, associate counsel for National 


Life Insurance Co. of Vermont, ad- 


dressed the Council. 
Rochester, N. Y. — On June 2 the fol- 


lowing officers were elected for the en- 
suing year: Pres. — E. James Hickey, 
attorney; Ist Vice Pres. — Clayton F. 
Kaul, trust officer, Genesee Valley Union 
Trust Co.; 2nd Vice Pres. — Charles L. 
Clapp, C.P.A.; Treas. — Richard B. 
Parks, Massachusetts Mutual Life Insur- 
ance Co.; Sec. — Lawrence Y. True, 
trust officer, Central Trust Co. 

Fargo-Moorhead, N. D. — On June 13 
the Keogh Bill was discussed by a panel 
moderated by Peter Nielson, assistant 
trust officer, First National Bank. Panel 
members were: Armond Erickson, at- 
torney; Glenn Peterson, life underwriter 
and John M. Riley, assistant trust ofh- 
cer, Merchants National Bank & Trust 
Co. The following officers were elected 
for the coming season: Pres. — Robert 
D. Kline, C.L.U., Equitable Life Insur- 
ance Co.; Vice Pres. — James Leahy, 
trust officer, Merchants National Bank & 
Trust Co.; Sec.-Treas. — James W. 
Krause, Moorhead attorney. 


Cleveland, Ohio — On June 13 Rich- 
ard Katcher, attorney, addressed the So- 
ciety of Estate Analysts on “A Long 
Look at Short Term Trusts.” 


Lycoming County (Williamsport, Pa.) 
— On June 8 Maurice Lerner, corporate 
training consultant for Prudential Insur- 
ance Co., spoke on “Estate Liquidity.” 


Rhode Island — On May 16 the fol- 
lowing officers were elected for the ensu- 
ing year: Pres. — Edward Blackman, 
accountant; Vice Pres. — Paul O’M. 
Connly, special agent, Northwestern Mu- 
tual Life Insurance Co.; Sec. — Dana M. 
Swan, attorney; Treas. — Kenneth S. 
Fletcher, trust officer, Industrial Na- 
tional Bank. 


Richmond, Va. — On June 22 the fol- 
lowing officers were elected for the com- 
ing year: Pres. — William L. Nichols, 
trust officer, Central National Bank; 
Vice Pres. — Raymond E. Williams, 
agent, Northwestern Mutual Life Insur- 
ance Co.; Treas. — Robert L. Gordon, 
Jr., vice president and trust officer, First 
& Merchants National Bank; Sec. — 
William W. Ray, general agent, Massa- 
chusetts Mutual Life Insurance Co. 

Seattle, Wash. — At the April meet- 
ing the following officers were elected 
for the ensuing year: Pres. — Paul P. 
Ashley, attorney; Vice Pres. — Eric H. 
Wiles, C.P.A.; Sec. — David E. Ellison, 
trust officer, Seattle-First National Bank; 
Treas. — Ben J. Lenoue, C.L.U. 
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ESTATE TAX 


Widow’s right to insurance proceeds 
under optional settlement plan includible 
in her estate. Decedent was primary 
beneficiary of four insurance policies on 
her husband’s life. Policies provided for 
lump-sum payments, but upon husband’s 
death, widow elected to leave proceeds 
with insurer at interest, and have prin- 
cipal paid out at her death in lump sum 
to son and daughter. She retained right 
to withdraw entire fund at any intérest 
payment date. Proceeds remained con- 
tinuously with company, and she merely 
drew interest income until her death. 
Commissioner included proceeds in 
widow’s estate. 


HELD: For Commissioner. At death 
of husband, decedent acquired vested 
right to proceeds. She did nothing to 
strip herself of this right and, in fact, 
retained at all times right to withdraw 
principal. Proceeds are includible in her 
estate as transfer of property with re- 
tained life estate, and as transfer subject 
to power to alter, revoke, amend, or 
terminate. G. H. Rundle, Exr. v. Welch, 
D. C. S. D. Ohio, Mar. 30, 1960. 


Proceeds of annuity taxable in estate. 
In order to induce decedent to continue 
as president, corporation purchased an- 
nuity on his life. Decedent was not pres- 
ent at director’s meeting at which this 
action was taken. Corporation was named 
beneficiary of proceeds upon his death. 
Upon decedent’s death, corporation as- 
signed annuity to his estate. Commis- 
sioner included proceeds in decedent’s 
taxable estate. 


HELD: For Commissioner. Decedent 
had contractual right to annuity. Death 
benefits are includible in estate where 
they represent deferred compensation to 
decedent or are granted under plans 
which give decedent direct contractual 
rights in funds. Proceeds here meet 
either test and are includible in estate. 
Beaver Trust Co. et al., Exrs. v. U. S., 
D. C. W. D. Pa., June 9, 1960. 


California widow’s allowance does not 
qualify for marital deduction. Under 
California law, widow was granted 
“family allowance” of $900 per month. 
Allowance would terminate upon her 
death or remarriage. Estate claimed as 
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marital deduction sum of $10,500, repre- 
senting amount actually paid widow. 
Commissioner disallowed deduction on 
ground that interest was terminable. 


HELD: For Commissioner. Right to 
receive allowance under state law was 
“interest” in property represented by es- 
tate assets and not “property” itself. It 
is terminable in nature since another in- 
terest in assets passed upon widow’s 
death or remarriage from decedent to 
beneficiary of estate. Thus, it does not 
qualify for marital deduction. Est. of 
E. A. Cunka v. Comm., 9th Cir., May 23, 
1960. 


Constituticnality of 1939 Code premium 
payment test upheld again. In 1936, de- 
cedent transferred ownership of four 
policies of insurance on his life to his 
wife, who was beneficiary. He continued 
to pay premiums until time of his death 
in 1954. Commissioner included that por- 
tion of proceeds in estate attributable 
to premiums paid after January 10, 
1941. Estate sued for refund of taxes 
paid. District Court held that no trans- 
fer from decedent of proceeds of poli- 
cies occurred at death and 1939 Code 
Sec. 811 (g) (2) (A), taxing such pro- 
ceeds was unconstitutional. 

HELD: District Court reversed. Code 
section in issue is not unconstitutional. 
Tax imposed on ripening of rights on 
death is not direct tax on property which 
must be apportioned. It is tax upon 
transfer or maturing of beneficiary’s 
right to proceeds. Disposition which com- 
menced with payment of premiums by 
insured is completed by his death. More- 
over, tax is not retroactive, since taxable 
event, namely, maturing of policies, oc- 
curred after enactment of statute. U. S. 
v. Manufacturers Nat. Bk., Sup. Ct., 
June 13, 1960. 


Estate liable for 50% addition to tax 
for fraud. In 1952, biopsy disclosed that 
decedent had malignancy of lymph 
glands. She immediately underwent x-ray 
treatment. In March of 1953, decedent’s 
son became aware of her condition. De- 
eedent died in April, 1953. Some three 
months after biopsy, decedent provided 
her son with $20,000 to furnish his home. 
She subsequently drew her will, and up- 
on advice of family attorney, cash in 
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bank accounts was 


four 
transferred to joint account with son, 
and then into account under his name 
alone. Neither $20,000 gift nor cash in 
bank accounts was reflected in state or 


each of her 


federal returns. Son was executor of 
estate. Commissioner determined that 
transfers were made in contemplation of 
death. 


HELD: For Commissioner. Both bank 
account transaction and gift were trans- 
fers in contemplation of death. Executor- 
son knowingly and wilfully filed false and 
fraudulent return. Estate is liable for 
50% addition to tax for fraud. Est. of L. 
Hamar, et al., v. Comm., T. C. Memo. 
1960-107, May 27, 1960. 


INCOME TAX 


Determination of fair market value of 
paid-up life insurance policy. Stock- 
holder-president of corporation received 
paid-up life insurance policy on his life 
as part of his distribution in partial li- 
quidation. In computing amount of gain 
realized by him, he used cash value of 
policy, maintaining that cash value was 
its fair market value, since he and other 
corporate officers had dealt at arm’s 
length in agreeing that policy should 
be transferred, at that value. Commis- 
sioner determined that market value was 
greater than cash value. 


HELD: For Commissioner. Policy was 
fully paid-up and is to be valued similar 
to single-premium insurance policy. Fair 
market value of such policy is same price 
person of same age, sex and condition of 
health as insured would have to pay for 
life insurance policy with same insur- 
ance company on date of exchange. 
Gravois Planing Mill Co. v. Comm., T. C. 
Memo. 1960-122, June 9, 1960. 


Legal fees to establish rights to for- 
eign inheritance are deductible. Tax- 
payer’s father died in Germany. He left 
his estate to his wife for life with re- 
mainder to taxpayer. Although mother 
had power to invade principal for use 
of herself and sons, this power was 
limited by law to protect interests of 
remaindermen. Taxpayer was required 
to engage attorneys to establish that un- 
der German law, upon his mother’s 
death, property was not includible in her 
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Why Delaware? 


Delaware’s unique tax and 
trust laws facilitate the accu- 
mulation, management and 
conservation of property by 
corporations and non-resident 
individuals. 


They are but one reason why 
Wilmington Trust Company, 
as trustee, handles invest- 
ments for corporations, asso- 
ciations and individuals in 
virtually all states and many 
foreign countries. 


Other reasons, of course, are 
Wilmington Trust experi- 
ence; Wilmington Trust facil- 
ities. They unite in making 
ours one of the largest Trust 
Departments in the Nation. 
These benefits are available 
to you—and your clients. We 
welcome your inquiries. 


WILMINGTON 
Trust Company 


Wilmington, Delaware 
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estate and subject to tax, but passed 
directly to him from father’s prior es- 
tate. Legal costs incurred were deducted 
by taxpayer as ordinary and necessary 
expenses. Commissioner disallowed them. 


HELD: For taxpayer. Expenses were 
incurred to preserve and conserve income- 
producing property. If action brought by 
taxpayer had not been successful, his 
assets would have been depleted by vir- 
tue of taxes assessed against mother’s 
estate. W. Zietz, et al. v. Comm., 34 T.C. 
No. 37, May 31, 1960. 


Difference between total collections and 
valuation of accounts receivable on es- 
tate tax return taxable as ordinary in- 
come. At time of his death, decedent was 
sole proprietor of retail lumber business. 
Among assets of estate were certain ac- 
counts receivable which were appraised 
for estate tax purposes at $44,433.67. Ex- 
ecutor continued operation of business 
for purpose of winding it up, and col- 
lections on accounts finally totalled 
$76,272.56. Commissioner charged  fi- 
duciary with ordinary income on dif- 
ference between total collections and ap- 
praised value of accounts. Executor con- 
tended that difference represented capital 
gain on ground that amounts collected 
merely represented liquidation of assets 
held by him solely for purpose of liqui- 
dating estate. 


HELD: For Commissioner. During 
course of trial, parties conceded collec- 
tions were subject to income tax as 
ordinary income. Income tax deficiencies 
were properly asserted. U. S. v. W. R. 
Bonsol Co., D. C. N. D. Ohio, May 26, 
1960. 


Trust beneficiary held not entitled to 
depletion deduction. Taxpayer was one 
of income beneficiaries of testamentary 
investment trust. Income of trust was 
derived from ranching and cattle busi- 
ness, oil royalties, and certain leases. 
Under terms of will, royalties were to 
be retained in trust estate for manage- 
ment and investment. Income from pro- 
ceeds was to be distributed to remain- 
dermen. Taxpayer claimed depletion de- 
duction on distribution made to her. Com- 
missioner disallowed deduction. 


HELD: For Commissioner. Terms of 
will explicitly directed retention of 
royalties in trust estate for management 
and investment. No proceeds therefrom 
were to be distributed. Only income from 
management and investment of proceeds 
was distributable. Thus, estate was en- 
titled to depletion deduction against 
royalty income taxable to it, and not to 
beneficiaries. B. L. Sneed v. Comm., 34 
T.C. No. 47, June 15, 1960. 


Commissions on insurance written on 
broker’s own life constitute income. Tax- 
payer insurance broker took out policies 
of insurance on his life. He became en- 
titled to normal commissions, which he 


did not include as taxable income in his 
return. Commissioner determined that 
commissions were income to broker. Tax 
Court sustained taxpayer’s treatment on 
ground that he was not employee. 


HELD: Tax Court reversed. Service 
rendered to company for which it com- 
pensated taxpayer was no different in 
case of his own application than in cake 
of application for another. Benefit flowed 
to taxpayer measured by amount of com- 
missions. Agent did not receive bargain 
purchase, discount or rebate. By law com- 
panies were required to pay him com- 
missions. Therefore, they were income 
to him. Comm. v. Minzer, et al., 5th Cir., 
June 3, 1960. 


GIFT TAX 


Parol declaration of trust recognized. 
Donor executed trust agreement, naming 
himself as trustee and foster child as 
beneficiary. Agreement covered “certain 
property described in Schedule A hereto 
attached ... and any additional property 
hereafter made subject to the terms 
hereof.” Although no property schedule 
was ever attached to trust instrument, 
donor filed gift tax returns with respect 
to property. Gifts covered 121 shares of 
stock which were in custodian account 
with brokerage firm in name of donor. 
Dividends from stock were received by 
taxpayer and spent for family purposes. 
He included dividends from stock in his 
own income tax return. Taxpayer-donor 
contended no completed gift for gift 
tax purposes was ever effectuated. 

HELD: For Commissioner. Taxpayer’s 
evidence did not disprove completed gift 
in trust. Parol declaration of trust was 
recognized under state law. Fact that 
no schedule of trust property was ever 
completed is not controlling. J. B. Causey, 
et al., v. Comm., T.C. Memo. 1960-108, 
May 27, 1960. 


REVENUE RULINGS 


Gift Tax: Election by donee-beneficiary 
to extend terms of minority trust. Under 
terms of trust instrument minor benefi- 
ciary was given option of compelling im- 
mediate distribution of trust corpus upon 
reaching age 21, or extending term of 
trust for additional eight years. Section 


25.2503-4 (b) (2) of Regulations pro- * 


vides that right by minor-donee to extend 
term of trust will not prevent transfer 
from qualifying as gift of present inter- 
est, entitled to annual exclusion. 

Service rules, however, that where 
donee is required to perform some posi- 
tive act upon reaching 21 in order to 
receive property, interest will not meet 
statutory requirement of section 2503 (c) 
of 1954 Code. To qualify gift under this 
section as present and not future inter- 
est in property, donee-beneficiary must 
have unequivocal and unconditional right 
to receive property without necessity of 
any affirmative action on his part. Rev. 
Rul 60-218, I. R. B. 1960-23, p. 12. 


TRUSTS AND ESTATES 





an -p- 2c. 2 &2 @ ch ao ok oe a ee ee 


1 his 
that 
Tax 
it on 


vice 
com- 
t in 
cake 
wed 
com- 
gain 
com- 
com- 
“ome 


Cir., 


ized. 
ning 
l as 
tain 
reto 
erty 
rms 
dule 
lent, 
pect 
s of 
punt 
nor. 
| by 
Ses, 
his 
ynor 
gift 


er’s 
gift 
was 
that 
ver 
sey, 
108, 


lary 
ider 
1efi- 


pon 
1 of 
tion 


pro- * 


end 
sfer 
ter- 


ere 
Osi- 
» to 
1eet 
(c) 
this 
ter- 
Lust 
ight 
of 
fev. 


\TES 













& 
* 
q 


o, W 


jn 


ys: 
{Gi 


CLaimMs—Decree of Separation Does 
Not Obligate Husband’s Estate to 
Continue Support Payments 


[—— 
at 


New York—Surrogate’s Court, New York Co. 
Matter of Bernstein, N.Y.L.J., June 13, 1960. 


The decedent’s wife obtained a judicial 
separation in New York. At the close 
of the trial, agreement was reached be- 
tween the spouses concerning support to 
be paid by the decedent to his wife and 
child. Upon the stipulation of all parties 
a judgment was entered directing the 
testator to pay specified weekly sums to 
the wife “during her life” for her sup- 
port and for the child’s support. The de- 
cedent’s will creates a trust of the 
minimum amount permitted by statute 
for the wife — and the major part of 
the estate is left in trust for the child. 
The wife contends that she is a preferred 
creditor of the estate in her own right 
and as guardian for the child — for the 
weekly sums specified in the separation 
decree. If her claim is valid, all other 
creditors and legatees will be virtually 
excluded from sharing in the estate. 

HELD: A _ decedent may make a 
separation agreement that is binding on 
his estate for the support of his wife 
during her life and after the husband’s 
death. But a court cannot enter a judg- 
ment that will so bind the husband’s es- 
tate after the husband’s death. The words 
“during her life’ in the separation de- 
cree do not obligate the husband’s estate 
to continue the weekly payments after 
the husband’s death. The stipulation 
made on the record at the close of the 
separation action concerning support 
payments does not constitute a separa- 
tion agreement between the spouses. But 
even if it be assumed that such stipula- 
tion was an agreement between the 
spouses that did not merge in the de- 
cree, there is nothing in the stipulation 
which obligates the estate to continue 
the support payments. 


CLaims — Oral Express Trust for 
Creditors Held Valid 


California—District Court of Appeal 


Fahrney v. Wilson, 180 A.C.A. 719 (May 6, 
1960). 


Fahrney took out an insurance policy 
on his life naming his wife as benefici- 
ary. The evidence showed that the in- 
surance was taken out to protect the 
husband’s business and to pay his debts, 
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the wife to get the balance of the pro- 
ceeds. She was a party to the arrange- 
ment. After the husband’s decease one 
of his creditors brought this suit. 


HELD: Judgment for plaintiff af- 
firmed. A valid trust for creditors, 
though not evidenced by any writing, 
was created in the proceeds of the in- 
surance. 


COMPENSATION — Trustees Entitled 
to Portion of Commissions at Inter- 
mediate Accounting Based on Ap- 
preciated Market Value of Corpus 


New Jersey—County Court 
In re Estate of Higgins, 160 A. 2d 525. 


Application was made for allow- 
ances to testamentary trustee and his 
attorney on intermediate accounting. Is- 
sue concerned whether trustee’s commis- 
sions on corpus must be based on inven- 
tory value without regard to unrealized 
appreciation in market value. Trustee 
contended that market value at time 
compensation is fixed should be taken 
into consideration. Remainderman of 
trust argued that only inventory value 
may be considered since appreciated as- 
sets had not been sold. 


HELD: Trustee entitled to intermedi- 
ate commissions. Consideration is to be 
given appreciated value of corpus in fix- 
ing commissions. Although rule may be 
otherwise in other states, in New Jersey 
in absence of express provision in trust 
to contrary, trustee entitled to commis- 
sions on corpus may claim appropriate 
portion at time of intermediate account- 
ing without being required to wait until 
termination of trust. In fixing commis- 
sions, all facts should be considered, in- 
cluding current market value of corpus. 


CONFLICT OF LAws — Law Govern- 
ing Validity of Will and Codicil 


California—District Court of Appeal 

Estate of Brace, 180 A.C.A. 828 (May 10, 

1960). 

Brace, who died January 7, 1958, in 
Mexico, leaving neither spouse nor issue, 
had in July 1957 executed a holographic 
will leaving all his property to his step- 
daughter, who assigned her interest in 
the estate, consisting entirely of per- 
sonal property, to her mother, Brace’s 
divorced wife. In November 1957 Brace 
had executed a holographic codicil by 
which he left certain property to Pura 


Berry. The will and codicil, being holo- 
graphic, were valid if decedent was dom- 
iciled in California but invalid if domi- 
ciled in Mexico. The will was admitted 
to probate and no appeal was taken. 
Pura Berry later petitioned for probate 
of the codicil, which petition was op- 
posed by the divorced wife of decedent 
on the ground that the codicil was in- 
valid because not executed in accordance 
with law of Mexico. The divorced wife 
appealed from an order admitting the 
codicil to probate. 


HELD: Admission of the will to pro- 
bate in California and finding that dece- 
dent was a resident of California were 
conclusive as to matter of residence and 
therefore as to validity both of will and 
codicil. Validity of codicil is determined 
by domicile of deceased at time of his 
death, as to which order admitting will 
to probate is conclusive. 


DISTRIBUTION — Nephews and Nieces 
of Intestate Decedent Take Per 
Capita 


Washington—Supreme Court 


In Re LeRoux Estate, 155 Wash. Dec. 992, 
350 P. 2d 1001. 


Decedent died intestate, survived by 
thirteen nieces and nephews who were 
the children of three sisters and one 
brother. She left no issue, husband, 
father, mother, brother or sister. An 
order of distribution by representation, 
or per stirpes, was entered. The mem- 
bers of one of the four families filed a 
petition to vacate the order of distribu- 
tion on the ground that a mistake of 
law had been made. The petition was 
granted and an order of vacation was 
entered. Entertaining doubt as to the 
jurisdiction of the court to vacate the 
order, the same group on the same day 
filed a notice of appeal from the order 
of distribution. 


HELD: Reversed. The order of dis- 
tribution was never validly vacated. A 
mistake of law will not support the 
vacation of a judgment. The statute of 
descent and distribution (R.C.W. 11.04.-: 
020) provides, in part: 


“(3) If there be no issue, nor husband, 
nor wife, nor father and mother, nor either, 
then in equal shares to the brothers and 
sisters of the decedent, and to the chil- 
dren of any deceased brother or sister, by 
right of representation ... .” 

(6) If the decedent leaves no issue, nor 
husband, nor wife, and no father nor 
mother, nor brother, nor sister, the estate 
must go to the next of kin, in equal de- 
a 
The distribution of this estate is gov- 

erned by R.C.W. 11.04.020 (6) because 
the decedent left no issue, nor husband, 
and no father, nor mother, nor brother, 
nor sister. The estate must go to the 
next of kin in equal degree. All of the 
heirs being nieces and nephews and 
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therefore of equal degree, the distribu- 
tion must be per capita. 


LIFE TENANT & REMAINDERMAN — 
Death of Former Accelerated Trust 
Remainder 


Utah—Supreme Court 
Wallich v. Wallich, 350 P. 2d 614. 


A codicil to the will gave the testator’s 
two nephews, A. C. Wallich and Fred 
Wallich, $10,000 to be held in trust for 
the benefit of testator’s sister, Wilhel- 
mina, during her lifetime, and “upon her 
death, if any part of said monies still 
remains in the trust, then the said A. C. 
Wallich shall have such remainder as 
his sole separate property.” Wilhelmina 
did not survive the testator and the pro- 
bate court ruled that A. C. Wallich was 
entitled to the fund. Fred Wallich, who 
is the trustee of the residuary estate, 
appealed. His position was that the 
above disposition indicated that the 
testator’s primary purpose was to pro- 
vide for his sister, and that only in the 
event the specified conditions were ful- 
filled, that is, that Wilhelmina survive 
him and be provided for, did he intend 
that any remainder should go to A. C. 
Wallich. 


HELD: Affirmed. There is no particu- 
lar reason to suppose that the testator 
intended the remainder of the fund to 
be compensation for duties to be per- 
formed under the trust. Both nephews 
were to act as trustees, and the remain- 
der was given only to A. C. Wallich. The 
concluding language of the clause seems 
to be in accord with the thought that 
the testator did not have one primary 
purpose with a second contingent upon 
it, but actually intended two purposes: 
that is, to make the money available to 
see that his sister was not in want dur- 
ing her lifetime and when that purpose 
was accomplished, such of the money as 
was left should go to A. C. Wallich. Sup- 
port of this conclusion is found in the 
anti-lapse statute, Section 74-2-28, U.C.A. 
1953 which provides that “The death of 
a devisee or legatee of a limited interest 
before the testator’s death does not de- 
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feat the interest of persons in remainder 


who survive the testator.” 
—Staft Digest 


LiviInG Trusts — Transfer Reserv- 
ing Life Estate, Right to Vote 
Stock, and Limited Corpus Invas- 
ion Not Testamentary or in Fraud 
of Marital Rights 


Virginia—Supreme Court of Appeals 

Freed v. Judith Realty &c Corp., 113 S.E. 2d 

850. 

Freed executed a trust agreement of 
shares of a corporation with that cor- 
poration as trustee to pay him $1,500 
annually during his lifetime from the 
dividends or from purchase by the cor- 
poration of such shares to the necessary 
extent. Upon his death the stock remain- 
ing in the trust was to become the treas- 
ury stock of the corporation. Freed re- 
served the sole right to vote the stock. 
The corporation in turn agreed to pay to 
Freed the $1,500 annually should the 
dividends on the stock be insufficient. 

Upon Freed’s later death, his widow, 
who was also personal representative of 
his estate, maintained that by the agree- 
ment Freed made no present disposition 
of the property, that the trust was illu- 
sory as there was no separation of the 
legal and equitable interests in the stock, 
and that it was a device to defraud her 
with respect to her marital rights. 

HELD: The trust was a valid irrevoc- 
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able inter vivos trust for valuable con- 
sideration and was not testamentary or 
in fraud of the marital rights of the 
settlor’s wife. 


PERPETUITIES — Creation of Deter- 
minable Fee Valid 


Arkansas—Supreme Court 


McCrory School District of Woodruff County v. 
Herbert Brogden, 333 S.W. 2d 246. 


Trustees of a church received a quit- 
claim deed from the widow and heirs 
of Patterson, deceased on July 8, 1958 
to a parcel of land acquired in 1916 by 
a public schoo] district, by a deed con- 
taining a reversionary clause which pro- 
vided that the property would revert to 
the heirs of the Patterson estate if its 
use as school property be discontinued. 
The district operated a school until the 
district was consolidated. The school dis- 
trict brought suit to quiet title. The lower 
court ruled for the church. 

HELD: Affirmed. Though the deed pro- 
vides that the property shall revert to 
the heirs of the Patterson estate, no in- 
terest being expressly reserved by Mrs. 
Patterson, these words are properly con- 
strued as words of purchase, rather than 
words of limitation, since the condition 
could (and in fact, did) happen during 
the lifetime of Mrs. Patterson. The com- 
mon law rule against perpetuities is ap- 
plicable in Arkansas. In Simes and 
Smith, “Future Interests,” paragraph 
282, it is stated: 


“The possibility of reverter differs from 
the remainder and from the executory in- 
terest in that it arises only in the trans- 
feror or his heirs, whereas such other in- 
terests are always created in persons other 
than the transferor. Thus, where a person 
owning land in fee simple absolute con- 
veys an estate in fee simple determinable 
and also shall pass to some third person, 
the interest of such third person would 


be called an executory interest . . . Many 
executory interests which follow  deter- 
minable fees are void under the rule 


against perpetuities while the possibility 
of reverter in the transferor is usually held 
to be not subject to that rule.” 


The school could only have acquired 
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the property by adverse possession by 
holding same adversely for more than 
seven years after the holders of the re- 
versionary interest had acquired the 
right to entry, i.e., for the statutory pe- 
riod after the property was no longer 
used for school] purposes. 


REVOCATION — Statute Revoking 
Will by Divorce Applies to Pre- 
existing Will and Divorce 


Georgia—Supreme Court 
Friedman v. Cohen, 114 S.E. 2d 24. 


A 1952 amendment to Code Sec. 113- 
408 provides that a total divorce of the 
testator “when no provision of the will is 
made in contemplation of such event” 
shall operate to revoke his will. Both the 
execution of the will involved herein and 
the subsequent divorce of the testator 
and his wife occurred prior to the passage 
of the amendatory act. The question was 
whether this act applied. 


HELD: The will was revoked. The 
rule accepted in most jurisdictions is 
that a statute such as at issue here con- 
trols a will of a testator who died after 
its effective date, although the execution 
of the will and the subsequertt divorce 


both occurred before the effective date. 
—Staff Digest 


SPOUSE’s RIGHTS — Tardy Appoint- 
ment of Guardian for Widow Does 
Not Extend Time for Election of 
Dower 


Florida—District Court of Appeal, 3rd District 
In Re Estate of David Aron, 118 So. 2d 546. 


Decedent’s wife was adjudicated an in- 
competent two years prior to his death. 
No guardian of her estate was appointed 
until two years following his death, at 
which time the guardian immediately 
elected to take dower. The probate court 
certified two questions to the appellate 
court, asking directions as to the applic- 
ability of the statute requiring that 
dower be elected within nine months 
after publication of notice to creditors; 
and asking whether or not the applic- 
ability of the dower election statute 
would be tolled by Florida Statutes, Sec- 
tion 44.62, which provides that if a per- 
son entitled to bring an action is de- 
clared incompetent prior to the expira- 
tion of the limitation period, the action 
may be commenced by the guardian 
after such expiration of the limitation 
period, but within twelve months from 
the date of the order appointing the 
guardian. 


HELD: 1. The dower right is entirely 
statutory, and hence does not come into 
being unless the widow elects within the 
time limited her. Prior holdings of the 
Supreme Court permit a guardian to 
petition the probate court in respect to 
dower within the time limited, and, 
thereupon, it is within the discretion of 
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the probate court to grant the election. 
However, if such action is not taken 
within the limited period, no such right 
survives. 

The tolling statute applies only to 
rights which existed prior to the declara- 
tion of incompetency, and not to causes 
of action arising after the incompe- 
tency had commenced. Accordingly, the 
guardian obtained no benefit therefrom 
and dower could not be elected. 


SPOUSE’S RIGHTS — Widow Could 
Elect Against Trust Which Hus- 
band Could Appoint to Charity 


Pennsylvania—Supreme Court 
Behan Estate, 399 Pa. 344. 


Testator established an active, irrevoc- 
able inter vivos trust with a bank as 
trustee in 1949, amended in 1952, in 
which the income was payable to his 
secretary for life, with power in the 
trustee to invade principal if the income 
fell below a minimum amount, and with 
remainder to such charitable trust or 
foundation as should thereafter be es- 
tablished by testator’s will. Testator re- 
served no other powers. He died in 1956 
leaving a will in which he gave his re- 
siduary estate to a charitable foundation 
for the purpose of establishing a con- 
valescent home. His widow elected to 
take against the will and trust. The 
lower Court decided that the election was 
effective as to the trust subject to the 
rights of the income beneficiary, includ- 
ing the power to invade principal for her 
benefit, and withheld distribution of the 
trust principal until the death of the 
income beneficiary. 


HELD: Modified and affirmed. Section 
11 of the Estates Act of 1949 gives a 
right of election to the surviving spouse 
in respect to conveyances of assets by 
the deceased spouse over which the de- 
ceased spouse reserved a power of ap- 
pointment by will, subject to the rights 
of any income beneficiary whose interest 
in income vests prior to the deceased 
spouse’s death. This section is broad 
enough to permit the election in this 


case where the power reserved is limited 
to appointment by will to charity. The 
election gave the widow a one-half in- 
terest in the unconsumed principal of 
the trust at testator’s death, subject 
only to the income (i.e. no further right 
of invasion of principal) payable from 
the entire trust to the income beneficiary. 


TAXATION — Estate & Inheritance — 
Exemption Applies to Total Insur- 
ance Proceeds 


Washington—Supreme Court 

In Re Bracken’s Estate, 156 Wash. Dec. 16; 

351 P. 2d 151. 

Bracken was insured under three poli- 
cies payable to his wife. The policies had 
the respective face and cash surrender 
values at the time of his death of $15,000- 
$17,631; $10,000-$11,720; and $1,367-$1- 
573. By statute, insurance payable at 
the death of any person is considered part 
of his estate, but there is exempt from 
inheritance tax $40,000 of insurance re- 
ceivable by beneficiaries other than the 
estate. 


The Inheritance Tax Division included 
the proceeds of the three policies in the 
decedent’s taxable estate, contending 
that the cash surrender value of an in- 
surance policy is an asset of the insured, 
the payment of which is not contingent 
on the death of the insured, and does 
not constitute insurance. The executor 
filed objections and the Court held that 
the proceeds were insurance receivable 
and therefore exempt under the statute. 

HELD: Affirmed. The legislature in- 
tended that the exemption be applied to 
the total proceeds of an insurance policy 
without distinction as to the character 
of the proceeds. 


WILLS — Construction — Bequest of 
Monthly Sum Did Not Create 
Trust 


Oregon—Supreme Court 


United States National Bank v. 
351 P. 2d 947. 


Krautwashl, 


Herring made a will, under which he 
provided that $75 per month to be paid 
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to his friend and housekeeper, Norene 
Krautwashl, such payments to begin the 
month after his death and continuing 
throughout her lifetime. He also gave 
her the exclusive right to live in and 
use the home of the testator and its con- 
tents and any automobile which he might 
own at the time of his death. The be- 
quest would cease and become void if 
Norene should marry or fail to occupy 
the home as her residence, or cease to 
keep the automobile in her possession, 
and if the bequest lapsed for such rea- 
sons, it would become a part of the resi- 
due of the estate. 

The bank, as trustee, asked the Court 
to declare a trust in order that some 
portion of the estate could be distributed 
to the remaindermen. The trial court 
established a fund of $35,000, premised 
upon testimony before the court, out of 
which the monthly payments would be 
made to Norene. Norene claimed that the 
will did not create a trust and that the 
court had no authority to so create a 
trust. 

HELD: There was no trust but under 
the statutes a partial distribution was 
possible upon application of the legatees. 
The Supreme Court modified the declara- 
tory judgment by deleting the reference 
to a trust and the executor was in- 
structed to carry out the terms of the 
circuit court order as executor rather 
than as trustee. 


WILLs — Construction — Disinherit- 
ing Provisions Did Not Conclusive- 
ly Bar Pretermitted Heir 


California—Supreme Court 


Estate of Torregano, 54 A.C. 226 (May 24, 
1960), superseding decision of District Court 
of Appeal, reported in Jan. 1960 issue, p. 78. 
Second of the 


Paragraph decedent’s 





Planning class at University of Arizona on May 23 visited Valley National Bank’s Trust 


will provided “. . . that I am a widower 
and that I have no children, issue of my 
marriage; that my deceased wife’s name 
was oe e 

Paragraph Fourteenth gave the resi- 
due to his brother or in the case of his 
decease to his wife and testator’s niece. 
Paragraph Thirteenth devised to any 
person who may contest the will “or as- 
sert any claim to share in my estate by 
virtue of relationship or otherwise the 
sum of One Dollar * * *.” 

A person claiming to be decedent’s 
daughter appeared and asserted a claim 
as a pretermitted heir under Section 90, 
Probate Code, which provides in effect 
that where a testator fails to make pro- 
vision for a child, the child shares in the 
estate unless it appears “from the will” 
that the omission was intentional. 


HELD: Claimant should have been al- 
lowed to introduce evidence in support 
of her status as daughter. Will did not 
sufficiently indicate an intentional omis- 
sion to provide for heirs other than those 
specifically mentioned. 


WILLS — Construction — Later 
Adopted Children Not Included in 
Class 


Pennsylvania—Supreme Court 
Holton Estate, 399 Pa. 241. 


Testator who died in 1931 established 
a trust by will for his son, Howard, for 
life, and at his death and for a period 
of 21 years thereafter, to divide the in- 
come among the children of Howard liv- 
ing at each quarterly distribution date 
and the descendants of those then dead, 
per stirpes. At the expiration of the 
21 years the principal was to be divided 
in the same manner. In default of such 





Department in Phoenix. Kenneth I. Todd, vice president, had prepared an estate problem 
for the class at the beginning of the semester. Later he spent two hours with the class 
(as the client), answering questions. Each of the eleven seniors in the class developed a 
memorandum and effectuating instruments. The day at the Trust Department was spent 


on the problem case. 


In addition to the students, the photograph shows Professor James J. Lenoir (standing, 
third from right), flanked by Mr. Todd (on his right) and vice president-trust officer 


Frank L. Gibson. 
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descendants, one-half of the principal 
was to be distributed as Howard might 
appoint by will and one-half was to be 
added to other trusts under the will 
for children of a deceased son. At the 
time of testator’s death, Howard had no 
children, but three years later he adopted 
two children. These two children sur- 
vived Howard’s death in 1957. They 
claimed a share of the trust which the 
lower Court denied. 

HELD: Affirmed. The will reveals no 
intent to include or exclude adopted 
children. The Wills Act in effect when 
testator died provided that a gift to 
children of a person other than the testa- 
tor included children adopted prior to 
the date of the will. This must mean that 
children adopted later are to be excluded. 
In Collins Estate, 393 Pa. 195, it was 
held that the word “descendants” includ- 


ed adopted children, regardless of when [| 


adopted, but here testator did not use 
the word synonymously with the word 
“child” or “children”; the reference to 
“child” or “children” was to a member 
of a third generation class while his 
reference to “descendants” was to a 
fourth generation class. 


WILLS — Construction — Per Stirpes 
Distribution of Trust Intended 


Pennsylvania—Supreme Court 
Wanamaker Estate, 399 Pa. 274. 


Testator created a trust in which he 
gave the income to his three children in 
equal shares, and their heirs until the 
youngest heir of his children reached 
age 21. At that time the principal was 
to be paid over to the heirs of his chil- 
dren then living, in equal shares. He 
died in 1928, leaving three children and 
five grandchildren. The last child died in 
1958 and the five grandchildren survived 
as the heirs. The lower Court decided 
that the grandchildren took the princi- 
pal per capita. 

HELD: Reversed. It is unusual for a 
testator to intend a per stirpes distribu- 
tion of income among a specified class 
and a per capita distribution of principal 
to the same class. If such were the in- 
tent it should be clearly expressed, as 
it was in other trusts under the will. 
The language of the trust at hand is so 
different from the other trusts that it 
indicates an intent to make a different 
distribution. 


WILLs — Construction — Remainder 
Created Vested Interest 


South Carolina—Supreme Court 
Gist v. Brown, filed Feb. 10, 1960. 


Testator devised certain lands “to my 
said son, S. J. McCaughrin, his wife, and 
his son, Robert, and such other child 
or children as may be born (to said son) 
for and during the term of his natural 
life, and at his death, one-third of said 
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place to the wife . . . surviving him, and 
the remaining two-thirds, to be equally 
divided among his children, the child or 
children of a predeceased child to take 
the share his or their parent would have 
taken.” The question involved was 
whether the above devise created a 
vested remainder in Robert or a remain- 
der contingent upon his survival of his 
father. 

HELD: The remainder devised to Rob- 
ert was a vested remainder subject to 
opening up in the event other children 
were born, and upon the death of Robert 
intestate, no other children being born 
to his parents, his vested interest passed 
to his father and mother as his sole 
heirs at law. 


WILLs — Construction — Remain- 
dermen Required to Survive Life 
Tenant 


Florida—District Court of Appeal, 1st District 
Lawyer v. Monroe, 118 So. 2d 654. 


The will established a trust, which 
provided that if the decedent’s sister sur- 
vived, then certain payments were to be 
made to her for life; and, upon her de- 
mise, the remainder of the trust should 
be paid to certain named nephews, “or 
their survivors or survivor.” All of the 
named nephews survived the testatrix, 
but one of them predeceased the life ten- 
ant. Suit was brought seeking a deter- 
mination as to whether the named 
nephews were required to survive both 
the testatrix and the life tenant. 

HELD: The nephews were required to 
survive the life tenant. Whenever the 
testatrix intended that an interest should 
vest as of the date of her death, she 
specifically so provided. 

Note: Other paragraphs noted were 
simply those which provided other gifts 
to the nephews, unless they predeceased 
testatrix. The conclusion of the court 
was made in spite of a statute, Florida 
Statutes 731.21, to the general effect 
that the death of the testator is the 
event which vests the rights to legacies 
or devises, unless the will provides that 
some other event must happen before 
vesting. 


WILLs — Probate — Burden of Proof 
Where Testator Was Adjudged In- 
competent during Lifetime 


Florida—District Court of Appeal, 2nd District 
Chapman v. Campbell, 119 So. 2d 61. 


Testator had been adjudicated an in- 
competent by appropriate judicial pro- 
ceedings in 1951, and a guardian appoint- 
ed. Such circumstances continued until 
his death in October of 1957. The execu- 
tor under a purported will dated in June 
of 1957 filed the will for probate, and a 
beneficiary under an earlier will opposed 
probate on the basis of lack of mental 
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“shall 


capacity. The contestant based her posi- 
tion primarily on Florida Statutes 744.34, 
a section of the guardianship law, which 
provides that an order previously ad- 
judicating a person to be incompetent 
constitute conclusive proof of 
such incompetency until reversed or set 
aside, or until the competency of such 
person has been restored as provided by 
law.” 


The trial court ruled that the question 
was governed by Florida Statutes 394.- 
22(10)(b), a section of the incompetency 
statute, which provides that after an 
adjudication the incompetent shall be 
presumed to be incapable thereafter of 
making any inter vivos gift or binding 
contract. Accordingly, the trial court 
held that there was a presumption of 
incompetency, thus shifting the burden 
of proof to the proponent of the will. 
Thereafter, the probate judge found 
from the testimony that the proponent 
had sustained his burden of proof; that 
the testator was competent, and that the 
will should be admitted to probate. 

HELD: Affirmed. Neither statute is 
applicable to the question of probating a 
will. Upon proof of the proper formal 
execution and attestation of the will, the 
burden of proof shifts to the contestant 
to establish the facts upon which his 
opposition to probate is based. Proof 
that the testator was an adjudicated in- 
competent at the time of execution of 
the will has the effect of shifting the 
burden of proof back to the proponent 
of the will. As a result, the ruling of 
the trial court was correct, even though 
based on erroneous reasoning. 


WILLs — Probate — Destroyed Will 
Admitted Under Doctrine of De- 
pendent Relative Revocation 


Washington—Supreme Court 


In Re Bank’s Estate, 156 Wash. Dec. 136; 351 
P. 2d 531. 


Mrs. Banks made a will in 1949 nam- 
ing her husband executor and devising 
him a life estate, with remainders to 
Floyd Tate, Grace Tate and Pearl Tate 
Lane. Mrs. Banks died in 1955. Her hus- 
band took the will to a lawyer for ad- 
vice. Mrs. Banks had partially erased 
“Floyd Tate” and in her own handwrit- 
ing written in Warren Tate. The name 
“Grace Tate” was partially erased and 
“Grace Owen” written in, and the name 
“Pearl Tate Lane” was partially erased. 
The changes were made after the execu- 
tion of the will, but were not signed or 
witnessed. 

The attorney advised Mr. Banks that 
the alterations resulted in a revocation 
of the will, but that, nevertheless, the 
will should be presented for probate. 
Mr. Banks destroyed the will and was 
appointed administrator. Thereafter, 
Floyd Tate, Grace Tate Owen, Pearl 


Lane and Warren Tate petitioned the 
Court to probate the destroyed will. The 
Court admitted a copy of the destroyed 
will to probate and appointed a bank 
administrator with the will annexed. 

HELD: Affirmed. Mrs. Banks obvious- 
ly intended to change her will and was 
under a misconception that she could 
do so legally in the manner she em- 
ployed. To revoke a will there must be 
an overt act with intention to revoke. 
There can be no intent to revoke when 
the act of destruction or cancellation is 
motivated by a misconception of the 
act. Appellant’s evidence was _ insuffici- 
ent to take the case out of the operation 
of the doctrine of dependent relative 
revocation. 

The Court did not err in refusing to 
appoint Mr. Banks executor. The Trial 
Court found that he wilfully and inten- 
tionally destroyed the will for the pur- 
pose of claiming the entire estate. 


WILLS — Probate — Evidence Suf- 
ficient to Prove Lost Will 


Arizona—Supreme Court 
In Re Schade’s Estate, 351 P. 2d 173. 


This matter involved the admission to 
probate of a lost will. The evidence in 
favor of the validity of the will con- 
sisted of testimony of the person draw- 
ing the will that it was read and signed 
by testatrix in the presence of witnesses 
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who then signed in her presence and the 
presence of each other; that testatrix 
was of sound mind. An exact carbon copy 
of the will was introduced in evidence. 

In an attempt to disprove the existence 
of a will, evidence was offered by con- 
testants that an unsigned document was 
seen by them around the home from time 
to time, but the document was not other- 
wise identified. Other testimony was of- 
fered by contestants that they had never 
seen an executed will among decedent’s 
papers. 

A directed verdict for proponents was 
entered upon the ground that the evi- 
dence of the execution of the will was 
clear and without conflict. 

HELD: Affirmed. A jury will not be 
permitted to draw speculative inferences 
not based on probative facts. A carbon 
copy of a will supported by testimony is 
admissible to establish the making and 
contents of a will that has been lost or 
destroyed. Testimony that a witness did 
not see or hear an event is not sufficient 
to prove the event did not occur. 
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WINNER OF WILL DRAFTING CONTEST 
ANNOUNCED 

American Commercial Bank, Charlotte, 
N. C., has announced the following re- 
sults of its annual Will and Trust Draft- 
ing contest: Newton C. Taylor of Duke 
University is first place winner of $200. 
Richard M. Warren of Wake Forest Col- 
lege is the recipient of $100. Charles D. 
Lundquist of Duke and Robert A. Jones, 
P. C. Barwick, Jr., and Charles G. Furr, 
all of Wake Forest, will each receive $50. 

American Commercial Bank has con- 
ducted the contest for twelve years 
among the law schools of Duke, Wake 
Forest and the University of North 
Carolina. Judges this year were three 
Charlotte attorneys: R. Carl Hubbard, 
John T. Rendleman, and William K. Van 
Allen. 
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Trustmen Take Part in P.L.I. 
Estate Planning Symposium 


Five bankers will be among the guest 
lecturers at a five-day symposium on Es- 
tate Planning Techniques sponsored by 
the Practising Law Institute of New 
York during the week of August Ist. 
They are Robert M. Lovell and Warren 
H. Eierman, both vice presidents of The 
Hanover Bank, in New York; William 
K. Stevens, assistant vice president of 
the First National Bank of Chicago; W. 
T. Hackett, vice president and trust of- 
ficer, Huntington National Bank of Co- 
lumbus, Ohio; Martin F. Shea, Jr., trust 
officer, Morgan Guaranty Trust Co., 
New York, and Eustace W. Tomlinson, 
personal trust officer, Chemical Bank 
New York Trust Co. 

The program, which is part of the In- 
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stitute’s Summer Semester curriculum, 
will be held at the Statler Hilton Hotel 
in New York City. Chairman of the pro- 
gram is Rene A. Wormser, author of 
“Personal Estate Planning in a Chang- 


ing World,” “Planning and Administer-. 


ing Estates,” and numerous other works 
on the subject. On each of the five days 
a panel of experts will discuss the prob. 
lems of a hypothetical estate, the stated 
facts of which will be distributed to the 
audience beforehand. 
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Condensed Hatement of Condition 


At the close of business June 30, 1960 


ASSETS 
Cash and Due from Banks ... . $ 935,613,620.76 
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State, Municipal and Public Securities 302,994,449.18 
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$4,132,609,783.25 
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Capital Stock ($12. par) $101,719,080.00 
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Undivided Profits 54,950,931.90 $ 404,950,931.90 
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Deposits . . . . . . . . 3,558,100,604.34 
$4,132,609,783.25 


Securities carried at $256,116,975.90 in the foregoing statement are 
deposited to secure public funds and for other purposes required by law. 
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Member Federal Deposit Insurance Corporation 


MAIN OFFICE: 165 Broadway, New York 15, N. Y. 
LONDON OFFICE: 25-31 Moorgate, London, E. C. 2 


\ 
CHEMICAL BANK — 


why 


oa 














Directors 


N. BAXTER JACKSON Chairman, 
Executive Committee 
HENRY UPHAM HARRIS Partner, 
Harris, Upham & Co. 
HAROLD H. HELM Chairman 


H. E. HUMPHREYS, JR. Chairman, 
United States Rubber Company 


CASON J. CALLAWAY Farmer 


ADRIAN M. MASSIE 
Chairman, Trust Committee 
ROBERT J. McKIM 
Chairman of the Board, 
Associated Dry Goods Corporation 
MAURICE T. MOORE Partner, 
Cravath, Swaine & Moore 
RICHARD K. PAYNTER, JR. 
Chairman of the Finance Committee 
and Executive Vice President, 
New York Life Insurance Company 


J. ALBERT WOODS Chairman, 
Courtaulds North America, Inc. 
ROBERT G. GOELET Real Estate 


HULBERT S. ALDRICH 
Vice Chairman 
JAMES B. BLACK 
Chairman of the Board, 
Pacific Gas and Electric Company 
PERCY L. DOUGLAS 
Executive Vice President, 
Otis Elevator Company 
GILBERT H. PERKINS 
Vice Chairman 
ISAAC B. GRAINGER 
Consultant to the Bank 
ARTHUR K. WATSON President, 
IBM World Trade Corporation 
ROY F. COPPEDGE, JR. President, 
National Distillers and 
Chemical Corporition 


KENNETH E. BLACK President, 

The Home Insurance Company 

HENRY L. HILLMAN President, 

Pittsburgh Coke & Chemical Company 
CHARLES H. KELLSTADT 

hairman of the Board, 

Sears, Roebuck and ¢ 
H. 1. ROMNES President, 


Western Electric Company, Inc. 
LAMMOT du PONT COPELAND 

Vice President, Director, and Member 

of the Executive Committee 

E. 1. duPont de Nemours & Company 

WILLIAM S. RENCHARD President 

HOWARD W. McCALL, JR. 
First Vice President 


Advtse vy Commitlce 


FRANK K. HOUSTON 
Honorary Chairman of the Board 
ROBERT A. DRYSDALE 
Senior Partner, Drysdale & Co. 
DUNHAM B. SHERER New York 
C. WALTER NICHOLS Chairman, 
Nichols Engineering & 
Research Corporation 
ROBERT GOELET Real Estate 
JOSEPH A. BOWER Retired 
THOMAS R. WILLIAMS President, 
Ichabod T. Williams & Sons, Inc. 
JOHN K. ROOSEVELT 
Partner, Roosevelt & Son 
GRAHAM H. ANTHONY — Chairman, 
Executive Committee, Veeder-Root, Inc. 
FREDERICK E. HASLER - Chairman, 
Haytian American Sugar Company, S.A. 
JAMES BRUCE 
Director of Various Corporations 
B. F. FEW Trustee, Duke Endowment 
WILLIAM P. WORTHINGTON 
President, Home Life Insurance Company 




















What do you and this man have in common? 


A genuine interest in a third person: your client. And 
when the Connecticut General man visits you, you may 
be amazed at how much he already knows about your 
client and his goals in life. 


It’s all there in the CG man’s analytical study of your 
Client’s future. A quick inspection will convince you it’s 
one of the most thorough reports you’ve ever seen: 
1) All of your client’s assets are listed. 2) Comments 
made on how effectively each asset is working to help 
him reach his goals in life. 3) And, where necessary, 
recommended changes are backed by research for your 


review. Insurance? The CG man recommends it only 
when he honestly believes it is needed. 


The CG man has done the necessary groundwork. So 
you’re able more rapidly to give your client the full 
benefit of your counsel. The CG man’s service may well 
prove so valuable to you and your client, a lifetime 
association with him could result. 


Connecticut General Life Insurance Company, Hartford. 


Life ... Accident... Health... Group Insurance... 
Pension Plans. 
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